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ABSTRACT 
Globalization is the process of integrating various economies of the 
world without creating any hindrances in the flow of goods and services, 
technology, capital and even human capital. The term 'Globalization' has 
acquired considerable emotive force. According to some economists, it is 
a process that is beneficially a key to future world economic development 
which is inevitable as well as irreversible. On the other hand, others 
regard it with hostility and fear, believing that it increases inequality with 
and between nations, threatens employment and thwarts social progress. 
Despite the fact that the definition of globalization has been attempted by 
hundreds of authors and distinguished speakers, the word continues to 
mean, 'different things to different people'. According to Stiglitz, 
"Globalizaton is the closer irtegrafion of the countries and people of the 
world whicli has been brought about by the enormous reduction of cost of 
transportation and communications, and the breaking down of artificial 
barriers to the flow of goods and services, capital, knowledge and people 
across borders". In the word of Jagdish Bhagwati, "Economic 
globalization constitutes integration of nafional economies into the 
international economy through trade, direct foreign investment; short 
term capital flows, international flows of workers and humanity 
generally, and flow of technology". But what happens when there is a 
growing integration of economies across the globe? Majorly there has 
been a positive impact of tiiis global phenomenon through liberalization, 
privatization and Globalization. Due to Globalization, there has been 
significant flow of inward foreign direct investment. MNCs are getting a 
chance to explore various different markets across economies and explore 
the untapped potentials. But whether the benefits are fairly distributed 
throughout? 
Theoretical generalizations about growth and regional economic 
disparities have been provided in the pioneering works of Gunnar 
Myrdal, Albert Hirschman and William Alonso. The major empirical 
work covering a wide spectrum of countries at different levels of 
development is the well known article by Williamson. (Williamson, 
1965). One of the major hypotheses which emerge from his writing is that 
regional economic disparities and the level of national development are 
linked together broadly in the form of an inverted U-shaped curve. The 
present study examines whether the emergence of globalization in India 
conforms to such similar empirical generalization. Here we are going to 
link relationship between Regional inequalities and the income levels, 
employment trends and the poverty ratios among various States and UTs 
in the light of Globalization. 
Regional imbalances in the growth process of a planned economy 
have become persistent in a federal country like India. Regional 
disparities are an important issue for debate and analysis not only across 
the world but also across the states within a country. With a billion plus 
population and an area of 3.29 million sq. kilometer, India is a vast 
country spread over 28 states and 7 union territories. Having much 
diversity in physiographic, climatic conditions, availability of natural 
resources, cultural and socio-economic conditions, India is a unique case 
of 'Unity of Diversity'. Since the beginning of 2V^ century, Indian 
economy is growing very fast. This makes her the second fastest growing 
economy of the world after China. However, thousands of Indians 
continues to struggle in poverty, for employment and of low income 
because of uneven growth of economy leading to vast disparities in social 
and economic indicators of the people among various states/UTs in India. 
There had been a huge gap between active and vibrant regions and 
hinterland during pre-independence period in terms of availability of 
facilities and this has resulted in the form of unequal levels of 
development both in terms of economic and human. After independence, 
reduction in inter-state disparities has been emphasized during successive 
five year plans, but the menace continued unabated. For instance, the 
World Bank (2006) in its report entitled, "India -Inclusive growth and 
service Delivery: Building of India's success" has observed sharp 
differentiation across states since the early 1990s reflects acceleration of 
growth in some states but deceleration in others. The report further add 
that more worrying , growth failed to pick up in states such as Bihar, 
Orissa and Uttar Pradesh that were initially poor to start with, with the 
result that the gap in performance between India's rich and poor states 
widened dramatically during the 1990s. The World Bank (2008) again in 
its release "The Growth Report strategies for sustained Growth and 
Inclusive Development" has mentioned that disparity in Income 
distribution in India has risen during 1993-2005 which is revealed by fact 
that Gini -Coefficient in this connection has risen from 0.3152 in 1993-
94 to 0.3676 in 2004-05. The Draft Eleventh Five Year Plan (2007-12 
Vol. I) has also admitted that regional disparities have continued to grow 
and the gaps have been accentuated as the benefits of economic growth 
have been largely confined to the better developed areas. This is why our 
Prime Minister and eminent economist Dr. Manmohan Singh admitted it 
frankly and expressed his anxiety over increasing disparities among 
regions of the country. These disparities, he admitted have widened 
perceptively in the last few years with improved economic performance 
concentrated in some regions only. He also emphasized the need to work 
to arrest this trend and achieve convergence between regions rather than 
the other way round (The Economic Times, 19* October 2006, News 
Headings) 
In India, national planners and policy makers have been putting 
efforts have a balanced growth of the Indian economy right since 
independence, so that every region of our Indian economy gets the 
benefits of economic growth. Williamson briefly investigated the pattern 
of regional inequalities during the decade of 1950s in India and came to 
the conclusion that this decade marked his first phase, the phase of 
increasing inequalities (Williamson, 1965). K.R.G. Nair examined 
interstate disparities in per capita net state domestic product during the 
fifties and concluded that there had been some divergence over the 
period(Nair, 1973) , M.D. Chaudhary found that disparities around 1970 
were roughly the same as those around 1950 (Chaudhary, 1974). Lately, 
the emergence of a tendency towards divergence has also been reported 
in article by R.K. Sampath and A.C. Mohapatra (Sampath, 1978) and 
because of this growing diverging scenario of Regional inequalities, so 
much of emphasis is being placed to inclusive grov/th and Balanced 
Regional development in India. 
Structural reforms were introduced in India in 1991, although the 
fruits of globalization and liberalization have been observed more or less 
after 1993, since then a lot of changes have occurred in the structures of 
income, employment, saving, investment etc., in both rural and urban 
areas of India. All such changes have obviously created divergent effects 
on people's well being. But India being a federal country, economic 
progress of the states has not been uniform. Some states are more 
advanced and some are lagging behind, creating regional disparities 
among states. The wide disparities in the development levels of different 
states are a phenomenon that is not only creating further inequaHties 
among the states but are also impacting their growth prospects as well. 
Additionally, the reform process underway in the country since 1991 
seems to have desperately affected the states of India. The reforms have 
led to a spate of structural deregulation of both domestic and foreign 
investment, liberalization of trade, exchange rate, interest rate, capital 
flows and prices (Bhattachar^/a and Saktivel, 2004). After globalization, 
the more dynamic states having rich resources with better infrastructure 
are able to attract larger flows of domestic and foreign investment 
through market mechanism which in turn is enhancing their employment 
and per capita incomes. This not only aggravates the problem of poverty 
and inequality but also exercises detrimental impact on the long term 
sustained growth and economic stabilization. 
The pathetic conditions of Indian masses as revealed by the 
persisting problems of unemployment, poverty and unequal income 
distribution has always been at the centre of Indian Planning. In 1991, 
when Indian moved towards globalization, greater reliance was on the 
market forces. It was assumed that social sector might be adversely 
affected by it, since market forces positively influences efficiency, not the 
welfare of the society. Therefore, the study is based on the following 
hypotheses: 
(1) The level of regional disparities in India has decreased after the 
adoption of globalization in India. 
(2) Reforms have given more positive response to secondary and 
tertiary sector than the primary sector. 
(3) Employment rate is insufficient to reduce the gap between the 
states of India. 
(4) Regional inequalities in terms of PCNSDP are constant. 
The economic welfare of a country depends upon the level of 
development but unfortunately the fruits of economic development may 
not be equally distributed among different parts of the country causing 
regional inequalities and imbalances in standard of living of the masses 
and these regional inequalities give birth to various types of socio-
economic problems. India is among the several developing countries 
facing the dilemma of economic efficiency versus social and regional 
equality. There are extreme differences in natural, human and capital 
resources in India. Consequently, there are enormous differences in the 
level of economic development amongst different parts of India which is 
termed as the problem of regional disparities. The forces of regionalism 
have become strong in India and the gravity of the problem has increased 
to the extent that it has been threatening the political and economic 
stability of the country. Presently, Indian economy is experiencing 
structural change caused by the structural adjustment and stabilization 
policies which have regional dimensions as well. Therefore, there is 
urgent need of studying regional disparities on the basis of large number 
of variables of development. 
The present research work is based on the following objectives: 
(1) The examine the level of inter-regional disparities in the state. 
(2) To identify causes of inter-regional disparities and hindering 
factors to development in the global era. 
(3) To find out the extent of Regional inequalities in development 
among different states of India. 
(4) To show the levels and trends of income, employment and poverty 
levels in pre and post globalization era. 
(5) To analyze the regional divergence/convergence phenomenon in 
terms of PCNSDP cross Indian StatesAJTs during pi-e-and post 
globalization period. 
Our study is based exclusively on secondary data which are 
published mainly by the Ministry of Finance, Government of India and 
other department/offices of Government of India & Reserve Bank of 
India. The three major indicators chosen to show regional disparities in 
the study are Income level. Employment and Poverty in India. NSDP and 
PCNSDP are used to show regional inequalities in income level. The 
period of study is from 1980-81 to 2006-07 for income level. But for the 
data on Employment and poverty we are relied majority on NSSO 
reports, study is covered up to 61'' Hound i.e. up to 2004-05. The Central 
Statistical Organization (CSO) has revised the SDP series with base years 
1993-94 and 1999-00. For a proper analysis of regional growth and 
inequality over time, it has been deemed imperative to make the data of 
previous years commensurate with the revised series of SDP. For this 
purpose, the price correction factor is used to have the consistent series of 
SDP with the 1999-00 series data since the data for the period 1980-81 to 
2006-07 is available in three series with different base years, we are 
required to use twice the price correction technique. 
To analyze the data some statistical tools have used, such as to 
measure the growth rate, the log-lin Model has been used. Standard 
Deviation (a) is widely used measure of variation. Co-efficient of 
variation is another measure of variation, which is an improved measure 
over standard deviation. In order to examine, whether ther(3 existed a 
harmony among the ranks assigned to different states in respect of 
PCNSDP, Kendall's coefficient of concordance (W) was computed. 
Convergence analysis is done to examine the disparities in P(^NSDP for 
Indian states/UTs. The usual tests adopted to verify the process of 
convergence/divergence are: a-convergence, a-convergence and P-
convergence. Also analysis of variation (ANOVA) is done for getting the 
variances in the poverty ratios and domestic products of various states. 
Another statistical technique of Spearsman's Rank Correlation correlation 
has been used to show the degree of correlation between poverty ratios 
and the level of NSDP among Indian states/UTs, also between 
employment and NSDP. 
An effort has been made here to review some of the existing 
literature on globalization and issues of regional inequality. Ghosh (2008) 
examine the long run growth performance and regional divergence in per 
capita income across 15 major Indian states during the pre and post 
reform periods. His study suggests that the Indian states have diverged in 
per capita income over the period. Dadibhavi and Bagalkoti (2006) made 
an attempt through their study which aims at analysing the trends in 
inequality in the levels of income and growth of the major 17 state 
economic of Indian for the period 1980-81 through 2000-01. The analysis 
shows divergence of state income especially after the initiation of 
economic reforms since 1990-91. Bhattacharya and Sakthivel (2004) 
presented an analysis of the growth performance and structural changes in 
the domestic products of Indian states in the 80's and 90's. Deaton and 
Dreze (2002) presented a new set of integrated poverty and inequality 
estimates for India and Indian states for 1987-88 to 1993-94 and 1999-
2000. They showed that poverty declines in the 1990s proceeded more or 
less in line with earlier trends but regional disparities increased. 
Ahluwalia (2000) concluded that not all the rich states became richer 
relative to the poor ones and not all the poor states got poorer. Rao et al. 
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(1999) observed that the per capita income across 14 major states have 
diverged and inter-state disparities have accentuated during 1965-66 to 
1994-95. 
There are a number of studies that have given some useful analysis 
of regional inequalities and the globalization in India, but no one is 
complete. A complete study should incorporate factors relating to the 
socio-economic structure of the economy, structural and regional 
differences and differences among indi\iduals and households. Thus, 
every study is subjected to certain limitations. These are the following 
limitations of the present research effort-
(1) The study is totally based on the secondary data obtained from 
different surveys of government of India and other organizations. 
Due to the problems of data collection and calculation, it is 
possible that we could not have the exact figure of the subjected 
variables. Problems also may arise due to statistical errors. 
(2) The study includes only three major indicators (Income, 
Employment and Poverty ) to show regional disparit>. All other 
indicators like education, infrastructure etc. are not included. 
(3) The present study includes only quantitative aspects of the subject. 
It is mostly due to the introduction of globalization in 1991.One of 
the discontent of the post globalization growth is the rising inequalities 
across states in India. Divergence in the growth is to be sem between 
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states in terms of Net State Domestic Product and Per Capita Net State 
Domestic Product in India. From the Rank Analysis technique it was 
observed that states maintained their ranks i.e. the gap between the richer 
and the poorer states did not narrowed down. This was confirmed by 
using the method of Kendall's coefficient of concordance. To show the 
divergence in NSDP, coefficient of variation was regressed with time. 
The outcome curve was an upward sloping curve showing growing 
inequalities with time. 
In the study among twenty eight states /UTs, few are very high 
income regions. It may assume that disparities had emerged because of 
the inclusion of those regions. To avoid this confusion, separate analysis 
had done to show the disparities in per capita NSDP using coefficient of 
variation and standard Deviation analysis. In both the cases, the CV of the 
per capita NSDP of states excluding High Income regions, shows a 
upward sloping trend indicating diverging inequalities in the level of 
PCNSDP in India. Also from a, (3, and a-convergence, we can state that 
the level of PCNSDP in the pre- and post-globalization period, we found 
that the beta coefficients are positive and significant in almost all the 
cases, indicating widening of inequalities. An effort has also made to 
analyze the inequalities among states in terms of share of PCNSDP 
among five poorest and five richest states. It can be stated that the share 
12 
of group of richest states is continuously increasing while the share of 
group of poorest states is falling leading to increasing gaps. 
In terms of generating employment opportunities, globalization 
process is more favourable towards Private sector than Public sector. In 
the public sector, the number of employed has increased rapidly in the 
pre-globalization period but in the post global era it showed a downward 
trend. In case of Private Sector, the number of persons employed moved 
favourably upward throughout the period with some fluctuations. It can 
also be stated that in the post globalization period, the average earning in 
agriculture has gone down significantly over time in relation to that in 
other sectors. The growth rates of employment in minning and quarrying, 
manufacturing and community, social and personal service sector have 
kept pace with the overall growth in labour force, their percentage shares 
remaining stable over the years. Financial services, Trade, Transport and 
Electricity sector are the gainers. To show how employment is influenced 
by the level of NSDP in pre and post globalization period, a correlation 
technique is used. The value in the pre globalization period was positive 
and negative in post global era. But in both the cases, the values lied 
below 0.5, thus not significant. We also found wide variation among 
states, and in males and females in different sectors in pre and post 
globalization period. 
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A poverty inequality in the pre and post globalization period is also 
analyzed. It is shown that the absolute numbers of poor's in both rural 
and in all India, has fallen but has increased in urban area. However 
differences between rural and urban areas regarding trends in poverty at 
all India level are also shown. It is also shown that in both rural and urban 
areas, poverty is concentrated in few states, comparing both the pre and 
post globalization period, we can say that globalization has no positive 
impact on poverty. Though poverty ratios have declined but this trend 
continued as it was also in the pre-globalization period. To show the 
relationship between GDP and Poverty ratios, a conelation analysis has 
been done which states that there is a strong negative relation between 
GDP increase and decrease in poverty ratio. 
In order to reduce the existing inter-state disparities certain specific 
strategies has to be evolved by the government both at the centre and 
state level. What is need is that well managed states must be encouraged 
to reach their full growth potential and their superior performance could 
then serve as a model for others to emulate. This process is bound to 
generate some differences in growth performance across states, but such 
differences can have a healthy demonstration effect. The various 
measures that can be taken to reduce the inter-state disparities, thereby 
using the backward states at par with the developed states are : 
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(1) The governments of backward states are fiscally weak and lack 
resources. Liberalization process and various reforms have 
further weakened their financial position, It is hoped that 
resources flows to the states via Finance commission awards 
and planning commission dispensation will continue and are 
likely to remain positively discriminating in favour of backward 
states. 
(2) In the earlier plans, capital flows whether public or private, 
were largely regulated in nature. However, in the post 
globalization period capital flows have become more market 
oriented. Thus, there is a need to create suitable market 
conditions in the backward states, so that capital flows are 
directed towards them. 
(3) The investment in agriculture needs to be stepped up especially 
in the lagging regions. The backward and forward linkages of 
agriculture in poorer regions need to be emphasized more. 
Investment in water harvesting, soil conservation, rural roads, 
warehouses, processing activities and promotion of high value 
crops should be emphasized. Since agricultural growth is found 
to be more disparate, steps to equalize it will certainly reduce 
the regional imbalances. 
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(4) Service sector has been found to be new driver of the growth 
process. Especially, the banking and insurance sector and 
infrastructure have contributed to acceleration of many states. 
There is a need to promote these sectors, on priority, in 
backward regions. 
(5) Improvement in basic infrastructural facilities like power, 
transport, telecommunication and irrigation in backward states 
is a precondition to improve the quality of life of people and to 
usher in sustainable development in them. Availability of 
assured power supply developed transport system and modern 
telecommunication facilities are important factors to attract 
private investments into these states. 
(6) Creation of new states from the large backward states: past 
experience shows that when two or more states are carved out 
from an existing one, the newly created states develop faster 
than the pre-partition states. 
(7) Poverty reduction is an important measure to reduce regional 
disparity. Poverty does not merely mean lack of income, it 
include vulnerability; powerlessness and social exclusion. It is 
seen that the backward states have a high poverty ratio, as such 
it is important for these to pursue policies that break the vicious 
circle of poverty. 
16 
(8) Promote FDI movement in the backward regions is another 
measure that will help these states to develop at a faster pace. 
Thus, the solution lies not merely in increasing resource flows to 
backward regions but in creating an enabling environment to attract more 
resources, using them properly and assuring a fair deal to the investors. 
The overall investment climate and governance need to be upgraded 
17 
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1.1 Introduction 
Globalization is the process of integrating various economies 
of the world without creating any hindrances in the flow of goods 
and services, technology, capital and even human capital. The term 
'Globalization' has acquired considerable emotive force. 
According to some economists, it is a process that is beneficially a 
key to ftiture world economic development which is inevitable as 
well as irreversible. On the other hand, others regard it with 
hostility and fear, believing that it increases inequality with and 
between nations, threatens employment and thwarts social 
progress. Despite the fact that the definition of globalization has 
been attempted by hundreds of authors and distinguished speakers, 
the word continues to mean, 'different things to different people'. 
According to Stiglitz, "Globalization is the closer integration of the 
countries and people of the world which has been brought about by 
the enormous reduction of cost of transportation and 
communications, and the breaking down of artificial barriers to the 
flow of goods and services, capital, knowledge and people across 
borders". In the word of Jagdish Bhagwati, "Economic 
globalization constitutes integration of national economies into the 
international economy through trade, direct foreign investment; 
short term capital flows, international flows of workers and 
humanity generally, and flow of technology". But what happens 
when there is a growing integration of economies across the globe? 
Majorly there has been a positive impact of this global 
phenomenon through liberalization, privatization and 
Globalization. Due to Globalization, there has been significant 
flow of inward foreign direct investment. IVINCs are getting a 
chance to explore various different markets across economies and 
explore the untapped potentials. But whether the benefits are fairly 
distributed throughout? 
Theoretical generalizations about growth and regional 
economic disparities have been provided in the pioneering works 
of Gunnar Myrdal, Albert Hirschman and William Alonso. The 
major empirical work covering a wide spectrum of countries at 
different levels of development is the well known article by 
Williamson. (Williamson, 1965). One of the major hypotheses 
which emerge from his writing is that regional economic disparities 
and the level of national development are linked together broadly 
in the form of an inverted U-shaped curve. The present study 
examines whether the emergence of globalization in India 
conforms to such similar empirical generalization. Here we are 
going to link relationship between Regional inequalities and the 
income levels, employment trends and the poverty ratios among 
various States and UTs in the light of Globalization. 
Regional imbalances in the growth process of a planned 
economy have become persistent in a federal country like India. 
Regional disparities are an important issue for debate and analysis 
not only across the world but also across the states within a 
country. With a billion plus population and an area of 3.29 million • 
sq. kilometer, India is a vast country spread over 28 states and 7 
union territories. Having much diversity in physiographic, climatic 
conditions, availability of natural resources, cultural and socio-
economic conditions, India is a unique case of 'Unity of Diversity'. 
Since the beginning of 21 '^ century, Indian economy is growing 
very fast. This makes her the second fastest growing economy of 
the world after China. However, thousands of Indians continues to 
struggle in poverty, for employment and of low income because of 
uneven growth of economy leading to vast disparities in social and 
economic indicators of the people among various states/UTs in 
India. There had been a huge gap between active and vibrant 
regions and hinterland during pre-independence period in terms of 
availability of facilities and this has resulted in the form of unequal 
levels of development both in terms of economic and human. After 
independence, reduction in inter-state disparities has been 
emphasized during successive five year plans, but the menace 
continued unabated. For instance, the World Bank (2006) in its 
report entitled, "India -Inclusive growth and service Delivery: 
Building of India's success" has observed sharp differentiation 
across states since the early 1990s reflects acceleration of growth 
in some states but deceleration in others. The report further add 
that more woiTying , growth failed to pick up in states such as 
Bihar, Orissa and Uttar Pradesh that were initially poor to start 
with, with the result that the gap in performance between India's 
rich and poor states widened dramatically during the 1990s. The 
World Bank (2008) again in its release "The Growth Report 
strategies for sustained Growth and Inclusive Development" has 
mentioned that disparity in Income distribution in India has risen 
during 1993-2005 which is revealed by fact that Gini -Coefficient 
in this connection has risen from 0.3152 in 1993-94 to 0.3676 in 
2004-05. The Draft Eleventh Five Year Plan (2007-12 Vol. I) has 
also admitted that regional disparities have continued to grow and 
the gaps have been accentuated as the benefits of economic growth 
have been largely confined to the better developed areas. This is 
why our Prime Minister and eminent economist Dr. Manmohan 
Singh admitted it frankly and expressed his anxiety over increasing 
disparities among regions of the country. These disparities, he 
admitted have widened perceptively in the last few years with 
improved economic performance concentrated in some regions 
only. He also emphasized the need to work to arrest this trend and 
achieve convergence between regions rather than the other way 
round (The Economic Times, 19'^  October 2006, News Headings) 
In India, national planners and policy makers have been 
putting efforts have a balanced growth of the Indian economy right 
since independence, so that every region of our Indian economy 
gets the benefits of economic growth. Williamson briefly 
investigated the pattern of regional inequalities during the decade 
of 1950s in India and came to the conclusion that this decade 
marked his first phase, the phase of increasing inequalities 
(Williamson, 1965). K.R.G. Nair examined interstate disparities in 
per capita net state domestic product during the fifties and 
concluded that there had been some divergence over the 
period(Nair, 1973), M.D. Chaudhary found that disparities around 
1970 were roughly the same as those around 1950(Chaudhary, 
1974). Lately, the emergence of a tendency towards divergence has 
also been reported in article by R.K. Sampath and A.C. Mohapatra 
(Sampath, 1978) and because of this growing diverging scenario of 
Regional inequalities, so much of emphasis is being placed to 
inclusive growth and Balanced Regional development in India. 
Structural reforms were introduced in India in 1991, although 
the fruits of globalization and liberalization have been observed 
more or less after 1993, since then a lot of changes have occurred 
in the structures of income, employment, saving, investment etc., 
in both rural and urban areas of India. All such changes have 
obviously created divergent effects on people's well being. But 
India being a federal country, economic progress of the states has • 
not been uniform. Some states are more advanced and some are 
lagging behind, creating regional disparities among states. The 
wide disparities in the development levels of different states are a 
phenomenon that is not only creating ftirther inequalities among 
the states but are also impacting their growth prospects as well. 
Additionally, the reform process underway in the country since 
1991 seems to have desperately affected the states of India. The 
reforms have led to a spate of structural deregulation of both 
domestic and foreign investment, liberalization of trade, exchange 
rate, interest rate, capital flows and prices (Bhattacharya and 
Saktivel, 2004). After globalization, the more dynamic states 
having rich resources with better infrastructure are able to attract 
larger flows of domestic and foreign in\'estment through market 
mechanism which in turn is enhancing their employment and per 
capita incomes. This not only aggravates the problem of poverty 
and inequality but also exercises detrimental impact on the long 
term sustained growth and economic stabilization. 
1.2 Significance of the study 
There are concerns that regional inequality in India has 
increased after the Economic reforms of 1991. This concern is 
supported by various statistical analysis. The concern over the 
regional inequality prevalent in India is worrisome, for it has and 
may lead to lot many undesirable consequences. 
• Loss of economic potential 
• Unfairness in Regional opportunities 
• Loss of social cohesion 
• Adverse socio-economic consequences leading to more 
severe economic conditions. 
In India, social evils and political instability have risen from 
actual and perceived economic regional inequalities. In short, 
regional balances has be fought and reduced at any cost for future 
development of India. Thus, the major challenge before the Indian 
government is to achieve balanced regional development. For a 
well developed and prosperous society, it becomes necessary that 
whatever growth has been achieved in the economy it must be 
distributed equally. And thereby, the study of Regional Inequalities 
becomes necessary, since it provides information about different 
indices of development of the society. 
Since economic reforms of 1991, the issue of regional 
inequalities becomes more sensitive, as the emergence of 
globalization with all liberalized and privatized framework in the 
policies made almost all sectors and sections of the society to move 
freely without any intervention. The study of present theme will 
provide information and re-examine the linkages between 
globalization and regional inequality in India. The present study is 
an attempt to show the extent, level and trend of income, 
employment and poverty levels in the pre and post globalization 
period. The study will also help in evaluation and formulation of 
different plans and policies for reducing regional disparities in 
poverty inequalities, income distribution and in generating 
employment opportunities. 
1.3 Hypotheses of the study 
The pathetic conditions of Indian masses as revealed by the 
persisting problems of unemployment, poverty and unequal income 
distribution has always been at the centre of Indian Planning. In 
1991, when Indian moved towards globalization, greater reliance 
was on the market forces. It was assumed that social sector might 
be adversely affected by it, since market forces positively 
influences efficiency, not the welfare of the society. Therefore, the 
study is based on the following hypotheses: 
(1) The level of regional disparities in India has decreased after 
the adoption of globalization in India. 
(2) Reforms have given more positive response to secondary 
and tertiary sector than the primary sector. 
(3) Employment rate is insufficient to reduce the gap between 
the states of India. 
(4) Regional inequalities in terms of PGNSDP are constant. 
1.4 Objectives of the study 
The economic welfare of a country depends upon the level of 
development but unfortunately the fruits of economic development 
may not be equally distributed among different parts of the country 
causing regional inequalities and imbalances in standard of living 
of the masses and these regional inequalities give birth to various 
types of socio-economic problems. India is among the several 
developing countries facing the dilemma of economic efficiency 
versus social and regional equality. There are extreme differences 
in natural, human and capital resources in India. Consequently, 
there are enormous differences in the level of economic 
development amongst different parts of India which is termed as 
the problem of regional disparities. The forces of regionalism have 
become strong in India and the gravity of the problem has 
increased to the extent that it has been threatening the political and 
economic stability of the country. Presently, Indian economy is 
experiencing structural change caused by the structural adjustment 
and stabilization policies which have regional dimensions as well. 
Therefore, there is urgent need of studying regional disparities on 
the basis of large number of variables of development. 
The present research work is based on the following objectives: 
¥ 
(l)The examine the level of inter-regional disparities in the 
state. 
(2) To identify causes of inter-regional disparities and hindering 
factors to development in the global era. 
(3) To find out the extent of Regional inequalities in 
development among different states of India. 
(4) To show the levels and trends of income, employment and 
poverty levels in pre and post globalization era. 
(5) To analyze the regional divergence/convergence 
phenomenon in terms of PCNSDP cross Indian States/UTs 
during pre-and post globalization period. 
1.5 Research Methodology 
Our study is based exclusively on secondary data which are 
published mainly by the Ministry of Finance, Government of India 
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and other department/offices of Government of India & Reserve 
Bank of India. Most of the relevant data has been taken from 
various issues of National Accounts Statistics, Economic Survey, 
EJudget at a Glance, National Income Accounts by CMIE etc. The 
three major indicators chosen to show regional disparities in the 
study are Income level, Employment and Poverty in India. NSDP 
and PCNSDP are used to show regional inequalities in income 
level. The period of study is from 1980-81 to 2006-07 for income 
level. But for the data on Employment and poverty we are relied 
majority on NSSO reports, study is covered up to 61 '^ Round i.e. up 
to 2004-05. 
The formulation of the study are based on the data for Net 
State Domestic Product (NSDP) and per capita Net State Domestic 
Product (PCNSDP) culled from the website of the Reserve Bank of 
India (RBI) and Central Statistical Organization (CSO). Before 
getting into the analysis, some conceptual issues regarding the data 
on the state domestic product (SDP) need to be addressed. The 
SDP are estimated by the individual states and , therefore, are not 
strictly comparable due to qualitative differences in data collection 
and computation system. The Central Statistical Organization 
(CSO) has revised the SDP series with base years 1993-94 and 
1999-00. The revised series based on certain conceptual 
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modifications, after relative growth across states, sectors and 
periods. For a proper analysis of regional growth and inequality 
over time, it has been deemed imperative to make the data of 
previous years commensurate with the revised series of SDP. For 
this purpose, the price correction factor is used to have the 
consistent series of SDP with the 1999-00 series data since the data 
for the period 1980-81 to 2006-07 is available in three series with • 
different base years, we are required to use twice the price 
correction technique. 
The price correction factor is calculated as the average of the 
price implicit deflator of the common years i.e. 1993-94 to 1999-00 
mathematically. 
P = LY(P IP ]=l 
^ -, La V ',93 ' -'^ f.SO / -
' /=93 ' 
P P P P P P P 
-' 93.93 , •* 94.93 , ^ 95.93 , ^ 96.93 , •* 97.93 , •' 98.93 , •* 99.93 , 
1 1 1 1 1 ) 1-
Z 93.80 •'94.80 •'95.80 -^96.80 ' '97.80 •'97.80 •'99.80 
The price implicit deflator of the common years i.e. 1999-00 
to 2006-07 is 
1''""'/ \ 1 
^ = ^E(^.07/^,8o) — 
0 1999 0 
P P P P P P P P 
•"9999 , •'00.99 , •'01.99 , •'02.99 , ^03.99 , •'04 99 , •'05.99 , •'06.99 
H 1 1 \ 1 1 1- • P P P P P P P P 
•'99.80 •'00.80 •'01.80 •'02.80 •'03.80 •'04 80 •'05.80 • '06.80. 
The P is multiplied with the 1980-81 price series to make it 
comparable. 
To analyze the data some statistical tools have used, such as to 
measure the growth rate, the log-lin Model has been used. 
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Well known compound interest formula is given by: 
Yt=Yo(l+r) 
Where r is the compound (i.e. overtime) rate of growth of Y. 
Taking the natural logarithm, we can write : 
LnYt=LnYo+tLn(l+r) 
Now letting Pi= Ln Yo 
p2 = Ln(l+r) 
We can v/rite Ln Yi=Pi+p2t 
OrLnYi=p,+|32t+ut 
Such type of model is known semi log Model. In this model, 
the slope coefficient measure the constant proportional or relative 
change in Y for a given absolute change in the value of regressor 
(in this case the variable t) i.e 
Relative change in regressand 
A=- Absolute change in regressor 
To analyze the variations in the state level NSDP and 
PCNSDP, standard deviation (a) and coefficient of variation (CV) 
are used. 
Standard Deviation (c): It is widely used measure of variation. 
Alternatively, it is called root mean square deviation. To capture 
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the imbalance between the state in terms of levels and growth of 
SDP, it is used. 
CF= 
i{x,-x} -\\/2 
;=1 
where Xj is the ith observation; Z , the mean of the 
observations; n, the number of observations. 
Co-efficient of variation (CV): Co-efficient of variation is another 
measure of variation, which is an improved measure over standard 
deviation. It is the ratio between the standard deviation and mean, 
and it is usually represented by percentage. This measure indicates 
the consistency of the observations within a sample and 
discriminates a given set of samples sharply in terms of 
consistency. 
CF = £xlOO 
X 
G the standard deviation, and Y, the mean. 
Rank analysis is also done to show the variations in ranks for 
States /UTs in terms of PCNSDP. In order to examine, whether 
there existed a harmony among the ranks assigned to different 
states in respect of PCNSDP, Kendall's coefficient of 
concordance (W) was computed. 
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Taking K columns with n items in each, and rank each column 
from 1 to n. The null hypothesis is that the ranking disagree. 
Compute a sum of ranks of ranks SRj for each row. 
Then. S= i:(SR)^-N(SR)^ where SR= ^^^^K is then mean of 
the SRjS. If Ho is disagreement, S can be checked against a table for 
this rest. 
The formula for Kendall's coefficient of concordance IS-
C' 
12 ^ ^ 
Its value must lie between O & 1. 
Convergence analysis is done to examine the disparities in 
PCNSDP for Indian statesAJTs. The usual tests adopted to verify 
the process of convergence/divergence are: a-convergence, a-
convergence and |3- convergence. The a- convergence hypothesis 
tests whether the inequalities have declined or not in terms of the 
standard deviation of the chosen variable. The trend rate of the log 
of standard deviation of PCNSDP is estimated by fitting a log -
linear time model. If the estimated beta coefficient is negative and 
significant, convergence is said to be taking place. On the other 
hand, if the coefficient is positive, divergence occurs across the 
selected regions. The a-convergence is tested by estimating the 
time trend of co-efficient of variation of PCNSDP during the study 
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period. Similar to a-convergence, if the beta co-efficient is 
negative, convergence is said to exist if tlie estimated beta 
coefficient is negative and significance. Lastly the P- convergence 
is tested by estimating the relationship between the trend growth of 
PCNSDP and the log of base year PCNSDP. Similar to the above, 
convergence is said to exist if the estimated beta coefficient is 
negative and significant. 
Also analysis of variation (ANOVA) is done for getting the 
variances in the poverty ratios and domestic products of various 
states. It allows us to test whether the differences among more than 
two sample means are significant or not. It is based on a 
comparison of two estimates of the population variance. One 
estimate is obtained from variance among the sample means and 
the second estimate is obtained from variation that exists within 
samples. The ratio of two is referred as F-Ratio. If the calculated F-
ratio value is less than the critical value or table value at the 
particular degrees of freedoms and significance level then we 
accept the null hypothesis or else we reject it. 
Another statistical technique of correlation has been used to 
show the degree of correlation between poverty ratios and the level 
of NSDP among Indian statesAJTs. In this study, Spearsman's 
16 
Rank Correlation Coefficient is used for finding correlation, with 
the formula-
where R= Spearsman's Rank Correlation coefficient 
D= Difference between the two Ranks; 
and N=Total number of items. 
1.6 Limitations of the study 
There are a number of studies that have given some useful 
analysis of regional inequalities and the globalization in India, but 
no one is complete. A complete study should incorporate factors 
relating to the socio-economic structure of the economy, structural 
and regional differences and differences among individuals and 
households. Thus, every study is subjected to certain limitations. 
These are the following limitations of the present research effort-
(1) The study is totally based on the secondary data obtained 
from different surveys of government of India and other 
organizations. Due to the problems of data collection and 
calculation, it is possible that we could not have the exact 
figure of the subjected variables. Problems also may arise 
due to statistical errors. 
(2) The study includes only three major indicators (Income, 
Employment and Poverty ) to show regional disparity. All 
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other indicators like education, infrastmcture etc. are not 
included. 
(3) The present study includes only quantitative aspects of the 
subject. 
1.7 Review of the Literature 
Before embarking upon a research project it is absolutely 
essential to review the literature on the same or similar subject. 
Keeping this is mind an effort has been made here to review some 
of the existing literature on globalization and issues of regional 
inequality. 
Ghosh (2008) examine the long run grov/th performance and 
regional divergence in per capita income across 15 major Indian 
states during the pre and post reform periods. The period of o-
divergence and absolute P-Divergence suggests that the Indian 
states have diverged in per capita income over the period 
particularly after the implementation of large scale economic 
reforms. The evidence on conditional (3- convergence indicates that 
the divergence in per capita income has been due to inter-state 
variation in the steady state level. Larger public investment in 
human capital and infrastructure for states with lower steady-state 
could improve overall growth performances and reduce regional 
imbalances. He also stated that the ongoing reforms that seems to 
have led to an increase in growth as well as regional disparities of 
income need to be modified appropriately. 
Virmani (2008) in his article shows that the inter-state 
differences in poverty rates can be largely explained by differences 
in the per capita gross domestic product, agricultural growth and 
the share of the bottom 40 percent of the population in 
consumption. He stressed that, to eliminate poverty economic 
policy has to accelerate growth, focus programmes on agriculture 
and rural development in the poorer states and target subsidies at 
the bottom 40 per cent. He also stated that the most critical areas 
distinguishing state growth performance have been modem 
(registered) manufacturing and commerce. 
Jayadev, Motiram and Vakulabharanam (2007) in their 
comprehensive work examine pattern of wealth disparities in 
Indian using all India debt and investment survey (1991 and 
2002).They found that there has been increase in wealth levels in 
the country across virtually all grouping, accompanied by a small 
but perceptible rise in the level of interpersonal wealth inequality 
whether examined by Gini co-efficient or by Centile share of 
wealth. They also examined differences in wealth holding by state. 
Their study shows that there has been sharp differences in the 
middle and upper income states on the one hand and poor states on 
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the other suggesting divergence wealth outcomes. In their study 
they explain that faster growing states have been larger increase in 
wealth inequality. 
Pal and Jayati Ghosh (2007) through their paper, analyse the 
nature and causes of the patterns of inequality and poverty in India. 
It is showed that, since the economic liberalization in the early 
1990s, the evidence suggests increasing inequality (in both spatial 
and vertical terms) as well as persistent poverty. It is analysed that 
the macro-economic policies are responsible for these trends 
including fiscal tightening, regressive tax policies and expenditure 
cuts; financial sector reforms that reduces institutional credit flow 
to small producer and agriculturist, liberalization of rules for 
foreign and domestic investment, leading to more regional 
imbalance and skewed investment patterns and trade liberalization 
which has affected livelihood and employment generation. 
Dadibhavi and Bagalkoti (2006) made an attempt through 
their study which aims at analysing the trends in inequality in the 
levels of income and growth of the major 17 state economic of 
Indian for the period 1980-81 through 2000-01. An adjusted series 
of NSDP data was constructed by adopting a specific methodology 
for the purf)0se of inter temporal comparison. The analysis shows 
divergence of state income especially afi;er the initiation of 
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economic reforms since 1990-91. The study reveals that income 
inequalities at aggregate as well as per capita level have increased 
as is evident in the increasing values of the co-efficient of variation 
(CVS) Different measures of convergence /divergence have also 
been estimated. The study makes many policy recommendation for 
realizing better regional balance in the economy. 
Na '^yar (2005) presented his study with the objective to 
analyse differences in povert}' levels across states in rural India 
during the period 1983-2000. In doing so, he seeks to focus on 
inter-state differences in economic growtli. He also attempts to 
analyses the elfect of policies and institution on the poverty 
reduction impact of growlh. In his study of 15 major Indian states, 
he found that economic growth is an important detemiinant of 
poverty reduction, but it does not provide a complete explanation. 
He also pointed out that public expenditiire on anti-povert)' 
programmes has a significant impact on rural poverty, as does 
greater gender equality and increased democratic decentralization. 
He further stated that rates of inflation and differences in initial 
conditions also matters.. 
Bhatlacharya and Sakthivel (2004) presented an analysis of 
the growth performance and structural changes in the domestic 
products of Indian states in the 80's and 90's. It shows while the 
21 
advanced industrial enjoyed the benefits of the economic reforms, 
backward states with higher population growth are not able to 
attract investment, thus there is strong need for pro-active public 
policy to induce more investment in backward regions, through 
fiscal incentives. Finally, they emphasized on the quality of 
governance and in particular the efficiency of investment should be 
given more attention at the state level. 
Sen and Himanshu (2004) conducted a study that reviewed all 
available 55th round estimate and reported comparable estimate of 
poverty and inequality. They examined available data not only for 
states but also at the level of N.S.S. regions. They presented along 
period time series that showed inequality has increased in the 
initial decades of the "Green Revolution". But with urban gaps 
reducing, inequality increase in that period was largely confined to 
study the economic inequality increased sharply during the 1990s 
in all its aspects and as a result poverty reduction deteriorated 
markedly despite higher growth. 
Singh, Bhandari Chen and Khare (2003) showed that regional 
inequality in India has increased after the economic reforms of 
1991. This concern is supported by various statistical analysis. It 
also shows that human development indices do not show the same 
increase in regional inequality. Furthermore, consumption and 
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credit indicators for regions disaggregated below the state level 
also suggests that inequality trends may not be as bad as suggested 
by state domestic products data, although the greater strength of the 
economies of the western and southern states emerges in the result. 
Finally, he also discussed some policy implication within the 
content India. 
Angus Deaton, and Jean Dreze, (2002) in their study 
presented a new set of integrated poverty and inequality estimates 
for India and Indian states for 1987-88, 1993-94 and 1999-2000. 
They showed that poverty has declined in the 1990s proceeded 
more or less in line with earlier trends. Regional disparities have 
increased in the 1990s with the southern and western regions doing 
much better than the northern and eastern regions. Economic 
inequality also increased within states, especially within urban 
areas and between urban and rural areas. The study finally found 
that the trends and disparities are simply evidence of the impact 
(positive or negative) of liberalization. 
Deaton and Dreze (2002) presented a new set of integrated 
poverty and inequality estimates for India and Indian states for 
1987-88 to 1993-94 and 1999-2000. They showed that poverty 
declines in the 1990s proceeded more or less in line with earlier 
trends. Regional disparities increased in the 1990s with the 
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southern and western region doing much better than the northern 
and eastern regions. Economic inequality also increased within 
states especially within urban areas and between urban and rural 
areas. They also briefly examined other development indicators 
relating to health and education which have continued to improve 
in the nineteen but social progress has followed very diverse 
pattern. But they found no support for sweeping claims that the 
nineties has been a period of 'unprecedented improvement' or 
'widespread improvement'. 
Jha, S.C. (2001) in his paper, found that as a result of 
economic reforms, the flow of both domestic and foreign 
investment was directed more towards better performing regions. 
The low performing regions received only a small fraction of 
commercial bank credit and credit from all-India financial 
institutions. These indicate the likelihood of growing more inter-
regional disparities in future. 
Neeraj Kaushal (2001) in her study rejected the growing 
disparities hypothesis, saw the possibility of both intra-state and 
inter-state disparities reducing in future . 
Jayantha Madhab (2001) in his article, "New Economic 
Policies and Regional Disparities" argued that both foreign 
investors and all-India financial institutions showed a bias in 
24 
favour of the more advanced western region in financing 
investment because of their better infrastructure and marlcet 
friendly environment. In contrast, comparative neglect by foreign 
as well as domestic investors owing to lack of infrastructure, local 
entrepreneurs congenial law and order. The north — eastern states 
despite their rich resource base could not come out of the poverty 
already in operation there. Consequently, the disparities between 
the western region and the north—eastern region had been widened 
during the post— reforms period. 
Sharma, A. (2001) examined the effect of resource flows to 
the states and regional disparities in his study. He found fiscal 
transfer from the central government mostly, favouring the poorer 
and special category states. According to the study, financial 
institutions and market oriented investment has favoured the 
relatively advanced states. He suggested an enhancement of the 
equity-Oriented fiscal transfer to enable the less developed states to 
increase the level and quality of infrastructure. He added that the 
transfer of i\inds to the less developed states would not ensure a 
quicker pace of development of these states. 
Das Gupta, Maiti, Mukherjee, Sarkar and Chakrabarti (2000) 
offers analyfical descripfion of the economic performance of Indian 
states as reflected in their per capital (Net) state domestic product 
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statistical of data for tlie period 1960-61 to 1995-96 shows a clear 
tendency for Indian states to diverge in peer capital state domestic 
product but converge in shares of different sectors in state domestic 
product. But his study is limited in scope since the primary focus is 
on state domestic product data. 
Rao (1999) observed that per capita income across 14 major 
state have diverged and interstate disparities has accentuated 
during 1965-66 to 1994-95. The increase in divergence and 
dispersion have been much sharper since 1991. The divergence in 
growth rates have been largely due to skewed distribution of public 
expenditure causing larger flows of investment to major affluent 
regions in the country. But this is in sharp contrast to the results of 
the other studies of Cashin and Sahay (1996) and of Sachs (1996). 
Sharma, G and Singh, A.J. (1998) pointed out in their study 
that there has been a decline in the total number of poor according 
to the estimates given by the planning commission. However, 
according to the expert group on poverty (1993), the absolute 
numbers of poor have actually increased by 20 percent since 1973-
74. However, the percentage of people below the poverty line has 
actually declined from 54.8 percent in 1973-74 to 38.0 percent in 
1987- 88. Further, the state specific head-count ratios suggest a fair 
amount of inter-state variability every year and for different 
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segments of population. Punjab has the lowest and Bihar has the 
highest head count ratio for almost all the years. 
Chadha, G.K. (1998) in his study evaluated the vital role of 
agriculture sector in economic development during the study 
period. The study has selected 17 major states and data collect 
from the Government of India. Agriculture Statistics, Economic 
Survey for various years were analyzed using simple statistical 
tools like percentage, average, co-efficient of variation and 
compound growth rate. He concludes that the regional unevenness 
has evolved due to changes of technological' attitudes joined with 
'Green Revolution" from the mid sixties. But technology has 
undoubtedly remained in the centre-stage with inadequate effect. 
Chatterjee, B. and Swati Bhatacharya (1998) has analysed the 
inter-state variations through poverty in India. The study has 
analysed poverty inequality and development by the selected 
variables such as per capita consumption expenditure, head count 
ratio between rural and urban, agricultural sector in Net State 
Domestic Product (NSDP), per capita income and non-agricultural 
sector. The tools used to identify the inequality between the states 
are mean, ranking, Gini co-efficient. Sen's measure of poverty, co-
efficient of variation, rank correlation, regression etc. The study 
concluded the importance of growth factors in explaining the 
27 
observed pattern of behaviour of poverty indices during the period 
from 1961-87. The interstate variability of poverty indices also 
remained high during the period of study. 
Choudhary, S. (1998) in his study, proposed to examine the 
Regional disparities in Human Development in India by 
constructing different HDIs. The methodology used, HDR-94, is 
comprised of three major yardsticks for development of health, 
education and income. The data has been obtained from NSSO 
survey 42nd round. The analysis concluded that usually the lowest 
positions are occupied by states like Bihar, Uttar Pradesh, Madhya 
Pradesh, Rajasthan and Orissa whereas the states like Kerala, 
Maharashtra, and Punjab occupies the top position. 
Rana, R.K. (1997) analyzed the inter-state disparities on the 
basis of large number of social, economic, and infrastructural 
factors during the period 1971-95. Coefficient of variation figures 
worked out for selected indicators revealed that inter-state 
disparities widened in terms of economic indicators and the 
disparities reduced in social and infrastructural sector over time. 
The study found that the pattern of development of Indian 
economy was not unison with respect to all the indicators rather it 
was of mixed nature. The study proved that economic development 
does not necessarily lead to social development and Vice versa. 
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Analyzing a sample of 19 Indian state for the sub period 
1961-93 (divided into three sub period), Bajpai and Sach (1996) do 
not find statistically significant result of convergence for the period 
as a whole. It is only for the sub period 1961-71 that they found 
evidence of convergence 
Marjit and Mitra (1996) highlighted that restriction on 
resource movement plays an important role in justifying 
"Convergence" in regional income levels. After providing a 
critique of the Barrro and Sala-i-Martin (1995) approach, the study 
presented a very preliminary study on the Indian states. It is 
observed that the states have been diverging rather than converging 
in terms of their per capita income. 
Das and Barua (1996) examined the pattern of regional 
inequalities amongst 32 states in India during 1970-92. Net State 
domestic Product (NSDP) and its various components among 
selected states were examined by applying Theil Index of 
inequalities, correlation analysis, and Ordinary Least Square (OLS) 
method. Negative correlation coefficients between the inequality 
indexes and exponential annual growth rate in almost all the cases 
revealed that Indian economy has been developing but overall 
regional disparities widened during the period 1970-92. Regression 
Analysis results also proved that agriculture, services and 
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unregistered manufacturing sectors were significant contributors of 
inter-regional income inequalities in India during 1970-92. 
Anuradha and Rao (1995) analysed inter-state disparities in 
the level of industrial development over the period 1970-71 to 
1985-86. They applied Williamson's unweig,hted and weighted 
coefficient of variation arid Hirschman Herfmdalh (H.H.) Index 
and Theil index to examine the disparities amongst 15 major states. 
Both weighted and unweighted coefficients of variation for 
selected indicators declined significantly indicating that interstate 
disparities in industrial sector declined over time. Hirschman 
Herfmdalh (H.H.) Index and Theil Index also supported the results. 
It was concluded that regional disparities in industrial development 
definitely converged over time regardless of the variable and index 
taken into consideration. Magnitude of inter-state disparities tended 
to decline significantly though in relative terms but in absolute 
terms the process of industrialization was characterised by an 
inequality in its spatial distribution. 
Dholakia (1994) considered 20 Indian states for analysis of 
the economic performance for the period 1960-61 to 1980-81. He 
found that there is an existence of convergence of long term 
economic growth rates for the states. He found the year 1980-81 as 
a point from where the lagging states started picking up faster. 
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Mazumdar (1993) made an attempt to analyse the inter- state 
disparities in per capita state domestic product (PCSDP) for the 
period 1960-86 to check whether regional disparities were 
divergent or convergent during this period. The study also 
introduced price differentials in the per capita state domestic 
products (PCSDP) series of fourteen major states of India. With the 
help coefficients of variation of per capita state domestic product 
of 14 selected states, the study revealed that interstate income 
variations were on the increase with fluctuating trend during the 
period. Furthermore, the study revealed that the divergence was 
more with the introduction o inter-state price differential in PCSDP 
series of the selected states as the trend of the coefficients of 
variation were higher than the trend rates of the coefficients of 
variation at All-India current as well as constant prices (1970-
71=100). 
Kantawala and Rao (1992) analyzed the inter-state disparities 
in sectoral development in India during 1970-71 to 1985-86 
selecting 8 agricultural indicators, 12 industrial indicators and 6 
indicators of services sector. They used composite index tool to 
estimate the sectoral development and rank correlation analysis to 
show the change in positions or the states in their ranks. Moreover, 
the developed states have been growing at faster rate as compared 
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to the backward regions. The study also proved that the relative 
position of states have not changed significantly considering the 
overall development. 
Dabibhavi (1989) conducted a study on inter-state disparities 
in India based on the cross-sectional data for 16 major states for the 
years 1960-61 by applying simple regional quantitative measures 
like coefficients of variation, correlation coefficients and shift and 
share analysis,. The study reported that inequalities among states 
have been growing over the period. The study also showed that two 
factors viz. per worker productivity in agriculture and degree of 
industrialization have positive and significant association with 
economic development. 
Singh, Sudama (1988) made an attempt to analyse the inter-
sectoral relation, sectoral growth and structural transformation in 
the Indian and global perceive for the period 1949-50 to 1985-85 
by applying the method of ordinary least squares (OLS) and Two-
stage Lest squares (2-SLS). The study revealed there were 
substantial inter-temporal and intra-sectoral growth differenfial. 
Dr. B. Appa Rao's study (1987) proposed to, crifically 
examine, to what extent economic planning in India has been used 
as an instrument for bringing about balanced regional development 
and to suggest the measures to make it more effective. He 
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concluded that during the plan periods the cumulative result of plan 
outlays and central assistance has been more in favour of relatively 
developed states, thus widening the gap between developed and 
backward states. 
Dadibhavi, R.V. (1987) in his study examined the inter-state 
disparities in India, the factors associated with inter-state 
disparities and the role of Finance Commissions, Planning 
Commission and institutional finance in reducing regional 
imbalances. The study was based on the Cross Sectional data for 
sixteen major states available for the years 1960-61, 1970-71 and 
1980-81. There had been inequality in growth among states' 
relative per capita income. The range of states' relatives per capita 
income was 70.0 (Bihar) to 133.2 (Maharashtra) in 1960-61. It had 
been widened from 61 (Bihar) to 182.2 (Punjab) in 1980-81. The 
co-efficient of variation has also increased from 17.9 percent in 
1960—61 to 33.87 percent in 1980-81 The study also noted that 
the dislocation of resources to low income states were progressive 
but plan outlays and flow of institufional fiinds to such states were 
regressive. 
Kulkami, M.R. and Sateesh Kulkrani (1986) in their study 
analyzed the growth of State Domestic Product in various states in 
terms of Net State Domestic Product (NSDP) and Per Capita State 
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Domestic Product (PCSDP). The purpose of the study was to 
assess the performance of various states over time and to find 
whether the developed states had further speeded up the pace of 
their progress or inter — state disparities had narrowed. The data 
has been collected from Central Statistical Organization (CSO). 
The authors concluded from their analysis that some states lagged 
behind the average national achievement while others forged ahead 
faster, resulting in the widening of inter—state disparities. Inter— 
state disparities must have been only accentuated during the last 
two decades. 
Singh, A.K. (1984) examined the trends in inter-state 
disparities amongst 17 major states during 1951-81 on the basis of 
net domestic product at constant prices. The study revealed that all 
the selected states registered steady increased in total state 
domestic product by the increase in per capita terms. The 
coefficient of variation in per capita declined from 28.59 percent in 
1950-51 to 23.79 percent in 1955-56 and ftirther to 21.92 percent in 
1960—61 indicating narrowing of inter-state income disparities, 
but this trend has been reversed in the late period of 1961-81 
interrupting for a short period during 1972-74 and remained 
disparities was observed during post-green revolution period. The 
study showed a positive association in the level of per capita 
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income and gi'owth rates, as a result of which inter-state income 
disparities have tended to widen during the period 1961-81. 
Nair, K.R.G. (1983) attempted to test the "Concentration 
Cycle Hypothesis" which states that inter-regional disparities 
increase initially but narrows down in later stages of development. 
The analysis of inter-state income differentials was carried out for 
17 major states of Indian Union during the period 1970-80 with the 
help of weighted and unweighted coefficients of variation, State 
Relatives and Rank Correlation. The rank correlation coefficient 
was all positive and significant with none of them having value less 
than 0.90. The unweighted and weighted coefficients of variation 
also indicates that inter-state differentials in per capita income had 
widened during the period 1970-80 and hence, the country was in 
divergent phase of the inverted U-shaped path. 
Jha, D.N. (1982) analyzed regional disparities by grouping the 
indicators of inter-state disparities as indices of income, poverty 
and unemployment, agricultural indicators, industrial indicators, 
infrastructure indicators, social service indicators and resource 
allocation indicators. He concluded that in India, many of the poor 
regions were blessed with a rich natural resources base. It 
contradicted the facile theory that the poor regions were poor 
because of their poor natural resource endowment. He concluded 
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that the initial disparity in investment tended to be self-
perpetuating. Areas with a high initial rate of capital formation 
continue to grow whereas others were lagging behind. 
Bharadwaj, K. (1982) analyzed and compared the regional 
disparities in economic growth during British rule period (1891-
1946) and independent India (1947 to 1978-79). Her study revealed 
import-export led growth pattern during British rule period which 
proved that only a few regions having import-export based 
industries viz. Madras, Bengal (Calcutta) and Bombay were more 
developed. Punjab is only exception having agriculture-based 
growth pattern. Some cantonment townships like Meerut were also 
developed and rest of India was underdeveloped. During the period 
1950-51 and 1960-61 there were some tendencies towards 
narrowing of disparities, but thereafter the gulf between the 
developed and underdeveloped regions went on widening because 
of uneven impact of green revolution on states. 
1.8 Plan of Research Work 
The present research work is divided into five chapters. The 
chapter first gives the introduction of the proposed research work. 
Chapter second is devoted to show the levels and trend growth of 
income levels among Indian states/ UTs in pre and post 
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globalization period. It gives an analytical framework of disparities 
in NSDP & PCNSDP using various statistical tools and techniques. 
Chapter three deals with the employment trend and structure 
in pre and post globalization period .Sectoral distribution of 
employment and regional inequalities among states is also shown. 
Chapter four introduces the poverty with the concept and its 
measurement. Trends in incidence of poverty, review of situation 
of inequalities, disparities in the level of living and such other 
persisting problems of poverty during the pre and post 
globalization period is shown. 
Finally, in the last chapter, conclusions draw from the study 
are made and some suggestion have also been put forward. 
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Cjfiaptm-ll 
Seaeteftnent and Jnceme 
Jnequa£Uied inJdnia 
2.1 Introduction 
The problem of economic development is simply the problem of 
accounting of tlie observed pattern across countries and across time in 
levels and rates of growth of per capita income (Robert Lucas, 1988). 
Taking a clue form this assertion which aims at the comparative study of 
regions within a country, in a global developing economy there is hardly 
•any region or state or country where regional disparity is not regarded as 
one of the most critical hindrance for achieving balanced rate of growth. 
India, with a meager 2.4 percent of the world's surface area and 
sustaining a whopping 17 per cent of the world's population has been no 
exception in this regard. 
Regional disparities may be natural due to unequal natural 
endowment and unfavourable climatic conditions or manmade due to 
neglect of some regions and preferences of others for investment and 
development efforts. After globalization the states having rich resources 
with better infrastructure have attracted more investment through market 
mechanism and that has led to regional disparities in both rural and urban 
areas of the states. Existence of Regional disparities hampers rapid 
growth and generates different problems in the economy. The most panic 
situation of Indian economy is that it presents a picture of extreme 
variations in terms of some indicators of economic growth like per capita 
income, population below poverty line etc. As such the attainment of the 
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objectives of reduction of regional imbalances at the inter-state level is 
very crucial. Reduction of Regional disparities is important for 
accelerating the -growth of economy, as reduction in regional disparities 
and accelerated economic growth is complementary to each other. 
Disparities in regional economic growth are an important issue for 
debate and analysis. The concept of relative inequalities among states is 
equally important in view of the fact that the forces of regionalism 
originating from extreme inequalities in regional income distribution 
continuously endanger the foundation of India's federal economy (Barua 
and Chakraborty, 2005). 
Although widening disparities among the states are a matter of serious 
concern, but what is more serious is that the process of widening 
disparities has in fact increased during the era of globalization. Ahluwalia 
(2000) and Rao, Kalirajan and Shand (1999) established in their studies 
that the divergence in growth performance among states has increased, 
particularly since 1991, after market based reforms were introduced. The 
problem of inter-state income inequalities in India has attracted much 
attention in recent years of reforms, trade liberalization and of 
globalization. States within India differ greatly in terms of per capita 
income. In India, National planners and state planners have been putting 
efforts to have a balanced growth of the Indian economy right since 
Independence, so that every household and each individual gets the 
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benefits of economic growth. That is the reason so much of emphasis is 
being placed on the inclusiveness of the economic growth. 
Regional imbalances in the growth process of planned economy 
have become persistent. Structural reforms were introduced in 1991, 
though the fruits of liberalization and globalization have been observed 
more or less after 1993.Since then a lot of changes have occurred in the 
structure of income, employment, poverty line and other macro economic 
variables in both rural and urban areas of India. The Planning 
Commission of India has explicitly acknowledge the need of Balanced 
Regional development as early as in the second five year plan stating 'in 
any comprehensive plan of development it is axiomatic that the special 
needs of the less developed areas should receive due attention. The 
pattern of development is to be so devised as to lead to balanced regional 
development. As a result massive investment were made in the backward 
regions of the country and emphasis was laid on an integrated approach to 
improve the economic conditions of backward regions along with the 
efforts to encourage private investment in such region. As the draft plan 
of eleventh five year plan states "a widespread perception all over the 
country is that disparities among states, and regions within the states 
between urban and rural areas, and between various sections of the 
community, have been steadily increasing in the past few years and that 
the gains of rapid growth witnessed in this period have not reached all 
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parts of the country and all sections of the people in an equitable manner" 
(GOI, 2008). This statement is more than enough to prove that the force 
of divergence have increased the inter-state as well as intra-state 
disparities even in a better growth environment in the Indian economy. 
Despite several measures undertaken in different plan periods, 
regional disparities remain a matter of grave concern among the policy 
makers. There is no doubt that Government of India has paid much stress 
on the removal of regional imbalances since the inception of planned 
development era. But unfortunately, the present trend of economic 
development has led to an increasing level of disparities. In spite of 
growing trend of public sector investment in various backward areas of 
the country during the successive five year plan, the dimension of 
regional disparities have not been able to reduce the required extent. 
2.2 Growth and Inter-State Inequalities in the pre and post 
globalization period in India. 
The levels and growth rates of NSDP and per capita NSDP has 
varied across the states in India. In order to observe an inter-state 
disparity in pre and post globalization period, an attempt is made here. 
2.2.1 Per capita net state Domestic product in India during pre-and 
post globalization period 
The level of regional development as measured through the levels 
of per capita Net State Domestic product (PCNSDP) at 1999-00 prices 
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across states is presented by dividing the period of study (1980-81 to 
2006-07) into two sub-periods: pre-globalization period (1980-81 to 
1993-94) and the post globalization period (1994-95 to 2006-07). The 
differences in per capita Net State Domestic Product are considered as the 
most important indicator for measuring the distribution of the income and 
wealth in different regions. An attempt is being made here to bring out 
comparable trends in growth of various states in terms of PCNSDP in 
both sub-periods. 
2.2.1.1 Disparities in per capita NSDP in the pre-globalization period 
in India 
The analysis of the growth perfonnance in per capita Net state 
Domestic Product of the Twenty Eight Indian states/ UTs in the pre-
globalization period is presented here. Table 2.1 reveals that the 
development process has been uneven across states. 
The table 2.1 represents an overview of distribution of per capita NSDP 
across states and union territories of India. The data available from the 
governments of respective states reveals that Andaman & Nicobar Island 
was on the top with the highest per capita NSDP in 1980-81 (Table 2.2). 
The per capita NSDP of this Union Territory was Rs. 4904. This highest 
PCNSDP in the Island was not supported by high Net state Domestic 
Product, which was just Rs. 81 crore in the same period that stood at 26' 
position. The highest per capita income was due to low population 
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density. The other top ranked States/UTs are Delhi, Pondicherry, Goa, 
Punjab, Haryana and Maharashtra. Bihar was at the bottom with the 
lowest per capita NSDP of Rs.984, the second lowest per capita NSDP 
state was Uttar Pradesh with income of Rs. 1468. The other lowest income 
generating states were Andhra Pradesh, Rajasthan, Orissa, Mizoram, 
Arunachal Pradesh and Assam. Out of 28 states, the number of states 
whose income was lower than average per capita NSDP was twenty. The 
gap between the highest per capita net state domestic product state and 
lowest per capita Net state domestic product state was of Rs.3 920. 
In 1985-86, Andaman & Nicobar Island and Delhi maintained their 
position with per capita NSDP of Rs.7478 and Rs.7124 respectively. The 
PCNSDP of Andaman and Nicobar Island was more than double of 
average PCNSDP. The average per capita NSDP was Rs.3.724. The states 
of Jammu & Kashmir and Gujarat has improved, they stepped one step 
ahead in term of rank holdings. The rich states Punjab & Goa exchanged 
their ranks, Punjab and Goa at 4"^  and 5* positions respectively in 1985-
86. Madhya Pradesh moved from 19"^  position to 23"^  position from 1980-
81 to 1985-86. During the period, Sikkim, Mizoram, Assam, Arunachal 
Pradesh moved favourably upward in terms of their ranks while the 
conditions of Tripura, Madhya Pradesh Kamataka, Meghalaya seems to 
be unfavourable for their natives. Bihar and Uttar Pradesh maintained the 
same lowest position with per capita net state domestic product of 
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Rs. 1613 and Rs,2049 respectively. In the queue of the six richest states, 
remaining four were Pondicherry, Punjab, Goa and Haryana with their 
respective per capita net state domestic product of Rs. 5386 Rs. 5070, Rs. 
4800 and Rs. 4638. The number of states having PCNSDP less than 
average PCNSDP remained at twenty. In 1985-86, the gap between the 
richest and the poorest state increased to Rs. 5761. 
In 1993-94, the top ten high income states were having their same 
position with little variation. The average per capita Net State Domestic 
Product was Rs. 9452 and 19 states were below average income. Gujarat, 
Madhya Pradesh and Haryana maintained the same ranks. Few states like 
Assam, Jammu and Kashmir, West Bengal and Tripura showed downfall 
in their positions. But state like Maharashtra, Nagaland, Tamil Nadu and 
Mizoram showed upward movement in holding the ranks in terms of per 
capita Net State Domestic Product. During the period 1980-81 to 1993-
94, the gap between the difference of PCNSDP of richest & poor state 
increased from Rs.3920 to Rs. 15407. Gap has widened to almost four 
times. Most of the states lied below average PCNSDP. This was due to 
the inclusion of very high income states /UTs like Andaman & Nicobar 
Island, Delhi, Pondicherry, Goa and Nagaland. 
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2.2.1.2 Disparities in Per Capita Net State Domestic Product in the 
post-globaiization period in India 
The levels of per capita net state Domestic product (at 1999-00 
prices) across states during 1994-95 to 2006-07 is presented in table 2.3. 
The average per capita NSDP increased from Rs.9452 in 1993-94 to Rs. 
10567 in 1994-95. The number of states below average PCNSP also 
increased from seventeen to nineteen states during the same period. In 
1994-95, Delhi and Andaman & Nicobar Island secured the same top 
positions in terms of highest per capita NSDP. The top ten high PNSDP 
states were more or less on the same positions. 
The Data available for the year 1999-00 reveals that Goa was on 
the top with a per capita net state domestic product of Rs.42296 (Table 
2.4). Delhi remained on the second position. The period of economic 
refonns brought prosperity for the dwellers of Pondicherry. In 1993-94, it 
was at the 7* position but after that it made a conducive environment for 
the highest income generating state. It stood at 3'^ '' position in 1999-00. 
The states that registered some improvement in the post globalization 
period are West Bengal (from 20^ ^ to 14^*" position ), Kerala (from 14^*^  to 
9'*'), Himachal Pradesh (from 12'^  to 8" )^, Kamataka (from 16"^  to 12* ) 
and Goa (3'^ '^  to T*). The lowest per capita income in Bihar is the union of 
India. It remained at bottom with per capita net state domestic product of 
Rs.5786. The states with lower income other than Bihar were Uttar 
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Pradesh (Rs. 9749), Orissa (10567), Assam (Rs. 12282), Madhya Pradesh 
(Rs.12384) and Manipur (Rs. 13260). The difference between the highest 
and the lowest per capita net state domestic product of states is Rs.36510, 
more than six times greater than the income of lowest income state Bihar. 
Not only this, the gap between the highest and the lowest per capita 
NSDP during 1993-94 to 1999-00 increased from Rs. 15407 to Rs.36510. 
The gap has widened more than double. The average per capita NSDP in 
1999-00 was Rs. 18375, eighteen states out of twenty eight states lied 
below average income. 
In the year 2006-07, the top three highest PCNSDP positions were 
maintained as in 1999-00. Goa was on the top with per capita NSDP of 
Rs.87501. On the second position Delhi received PCNSDP of Rs.70238 
and Pondicherry at 3"* position with Rs.57596 of PCNSDP. The states 
maintained the same ranks as in 1999-00 are Andaman & Nicobar Island 
(5*), Kamataka (12"") and Rajasthan (22"^ *). The states that registered 
some improvements are Haryana (6'*^  to 4'*^ ), Sikkim (16'^  to 13'^ ) and 
Gujarat (11'^  to S"'). But in few states like Punjab (4* to 7"^ ), Himachai 
Pradesh (8* to ll""), and Mizoram (13"" to 17"") states had moved to the 
lower ladder. The difference between the highest and the lowest per 
capita NSDP was Rs.77684 which was again more than double 
comparing 1999-00 data. The number of states whose income is lower 
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than average per capita NSDP is seventeen out of twenty eight 
States/LITs. 
The behaviour of the states in terms of ranking of their PCNSDP's over 
time can be analyzed through Table 2.5 and 2.6. The states are ranked in 
descending order of PCNSDP. A quick glance at the Table 2.5 reveals a 
rather stable pattern of rankings over time. States which had a lower 
rank in 1980-81, continued to have a low rank throughout the period. 
This, for example, is the case with Assam, Bihar, Uttar Pradesh, and 
Orissa and so on. The opposite is the case with Andaman & Nicobar 
Island, Delhi, Pondicherry, Goa, Punjab , Haryana, Maharashtra etc. 
Moreover, the states which had a medium ranking, maintained by and 
large, the same relative position. Of course, there have been some 
fluctuations in the rank enjoyed by and given state, but the order of 
fluctuation has not been too large. 
Ensuring that the rankings have not changed appreciable over time 
calls for the calculation of a rank correlation matrix. The results are 
shown in Table-2.6. It is seen that the correlation co-efficient are all 
significantly high, indicating that there is a high degree of stability in the 
relative position of the states in different years. In particular, they have 
not changed appreciably with the passage of time. 
56 
i ? ^ 
h 
h 
1= 
i^  
1^  
i-' 
u 
h 
y 
h 
h 
h 
t' 
h 
i^  
u 
i* 
u 
i . 
u 
i. 
u 
iz 
t' 
u 
t' 
1 
t" 
>" 
• " 
-
-
•" 
1 
-> 
1 
-
n 
i l 
-
-
~ 
~ 
-
~ 
" 
" 
" 
-
-
-
-
-
-
-
-
-
-
-
-
-
-
•< 
-
• < 
-
a 
n 
n 
1^ 
-
n 
-
" 
" 
" 
" 
-
-
ae 
. 
-
-
<« 
" 
' • 
-
. 
-
t 
•> 
1 
1 
^ 
-
-
-
-
-
-
-
-
-
~ 
" 
" 
-
'^ 
" 
. 
" 
-
" 
r. 
-
-
' 
' 
•» 
-
• • 
> 
-
« 
<« 
>« 
« 
-
^ 
-
•^ 
'• 
'• 
-
t 
-
-, 
. 
"^  
"n 
- 1 
n 
r. 
' 
' • 
-
' • 
' • 
'• 
> 
-
^ 
•r 
f 
' 
' • 
" 
-
>« 
>« 
-
>« 
" 
•« 
' • 
' 
w 
^ 
•0 
« 
' 
« 
a 
a 
o 
: 
:• 
« 
r-
r-
-
K 
t > 
-
-
-
-
-
' • 
•« 
" 
.= 
-
-
-
-
» 
» 
' 
' 
' 
e 
-
! 
: 
i 
• 
;: 
T: 
a 
t 
a 
7i 
;: 
z 
~ 
2 
i l 
= 
-
-
-
-
r^  
ae 
aa 
6 . 
= 
= 
= 
: 
2 
" 
•!• 
^ 
= 
:: 
2 
= 
: 
= 
= 
5 
^ 
II 
oe 
» 
2 
e 
» 
e 
2 
= 
oe 
«e 
X 
-
-
' 
= 
£ 
» 
-
S 
' 
' 
K 
-
-
' 
; 
? 
-
« 
S0 
= 
= 
= 
« 
3 
2 
S 
:: 
ae 
e 
s 
: 
2 
= 
£ 
£ 
r 
-
2 
9 
= 
2 
= 
= 
X 
: 
) 
L 
e 
9 
ff> 
e 
» 
9-
e 
» 
: 
9 
9-
e 
' 
: 
I 
= 
= 
= 
« 
-
: 
: 
t 
= 
: 
i 
i 
£ 
s 
2 
2 
-
» 
= 
X 
« 
a 
s 
• « 
ft 
s 
s 
!) 
a 
" 
S 
s 
K 
-
i 
-
2 
: 
= 
J 
0. : 
-
= 
= 
= 
= 
e 
w 
o 
e 
^ 
S 
o 
e 
s 
= 
-
s 
ff. 
» 
2 
s 
» 
e 
Jv 
: 
: 
3 
> 
: 
: 
s 
R 
£ 
2 
2 
2 
8 
-
:: 
2 
-
ae 
2 
e 
• 
c 
9> 
' 
: 
: 
: 
-
= 
: 
-
3 
e 
1 
2 
2 
S 
2 
: 
2 
= 
2 
2 
2 
Z 
i 
I 
:£ 
S 
2 
£ 
£ 
£ 
S 
£ 
£ 
: 
: 
: 
: 
; 
i 
£ 
oe 
9> 
» 
£ 
« 
£ 
E 
s 
s 
s 
»• 
s 
: 
s 
-
2 
>« 
K 
:> 
3 
S 
=: 
5 
3 
5 
: 
i' 
: 
if 
2 
2 
2 
: 
2 
t 
i. 
£ 
2 
2 
£ 
i 
2 
2 
£ 
^ 
2 
2 
2 
2 
: 
i 
5 
£ 
s 
1. 
» 
» 
;« 
» 
a 
a 
a 
;: 
5 
a 
a 
-
a 
1-1 
" 
" 
« 
-
s 
:3 
5 
5 
5 
5 
X 
X 
s 
a 
3 
f 
" t 
a 
a 
a 
H 
a 
" 
a 
a 
" 
a 
s 
£ 
= 
• ! 
^ 
5 
5 : 
:• 1 
; i . 
E a. ' 
a 
a 
s 
a 
» 
a 
a 
a 
a 
a 
3 
~ 
" 
s 
£ 
w 
: 
-
K 
^ 
i 
-
: 
: 
-
= 
1 
< 
2 
a 
2 
2 
2 
£ 
C 
: 
£ 
:; 
! 1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
= 
» 
a 
2 
^ 
S 
S 
5 
? 
5 
S 
5 
1. 
" 
a 
a 
rS 
« 
a 
a 
a 
a 
a 
K 
" 
a 
s 
~ 
R 
" 
a 
s 
-
^ 
z 
« 
; 
5 
5 
3 : 
a 
a 
a 
a 
3 
a 
a 
s 
£ 
o« 
2 
9 
£ 
S 
'^  
« 
n 
a 
a 
s 
a 
« 
5 
3 
3 
5 
; 
'i 
2 
2 
a 
2 
2 
3 
Z 
2 
S 
2 
2 
2 
S 
2 
a 
a 
a 
a 
a 
z 
s 
a 
Q 
q 
5 
5 
3 
II 
a 
R 
a 
a 
a 
K 
R 
fi 
s 
~ 
a 
K 
a 
• a 
a 
a 
a 
a 
" 
« 
~ 
-
; 
5 
e 
5 
^ 
i 
! 
L 
j 
a 
n 
R 
a 
a 
a 
a 
a 
a 
a 
a 
a 
a 
a 
a 
a 
a 
s 
s 
s 
? 
5 
5 
a 
57 
— 
u 
a 
> 
o 
'rt 
Q 
e 
u 
(/I 
B 
« 
I . 
o 
B 
o 
u 
c 
o 
u 
u 
o 
e 
a 
<M 
o 
• w 
«i 
8 9 
?s 
S I 
c o 
i )i 
c c 
i i,= 
o o 
•a 
3 
a 
U 
0) 
u 
u 
3 
O 
58 
In order to test stability of the degree of consistency of 
concordance between the rankings of the states in different years, taken as 
a whole, we calculate the coefficient of concordance w that is defined as: 
125 Co-efficient of Concordance (w) = ——-^— 
m (n -n) 
Where m is the number of rankings of the states (one for each of 27 
years from 1980-81 to 2006-07 ), n is the number of states (28 states) and 
Sw is the sum of squares of deviations of the n sum of ranks allotted to 
the states in each year from their respective means. Here m =27 ,n = 28 
and hence w = 0.8835 which is significant at one percent level. 
This indicates that the rankings have more or less remained 
unchanged as developed states have continued to move ahead and the 
backward states continued to lag behind. 
2.2.1.3 Disparities in the share of states to PCNSDP. 
Economic reforms in India over recent decades have spurred 
economic growth but a crucial question arises what has been happening 
to living standard and income disparities and this lies at the heart of the 
globalization debate. In this section, an attempt is made to analyses the 
gap between the affluent states and the deprived ones. Table 2.7 shows 
the share of rich and poorer states in per capita NSDP contribution. The 
list of five richest and five poorest state is presented for various years in 
pre and post globalization period. The total of PCNSDP of the richest and 
poorest states is calculated. Also, the total PCNSDP of 28 states/ UTs is 
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given. For each period, the share of group of five richest states and five 
poorest states is calculated which is presented in table 2.7 and in figure 1 
as: 
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1980-81 
Share of Richest and Poorest PSNSDP 
states in India 
f i % share of Richest 
states 
kd % share of Poorest 
states 
1987-88 1994-95 2000-01 20C6-07 
Years 
Figure 2.1 
It can be seen from the table 2.7 and figure 1, that the share of richest 
states has been continuously increasing from 11.56 per cent in 1980-81 to 
30.47 % in 1994-95 and further to 34.14 per cent in 2006-07. But the 
share of the poorer states has been continuously falling fi-om 11.56 to 
10.19 percent and further to only 7.19 during the same period. From the 
table, it can be stated that rich states are becoming richer by securing 
more and more percentage share in total PCNSDP while poor states are 
becoming poorer. 
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2.2.2 Growth Rates of Net state Domestic Product and per capita 
Net State Domestic product during pre and post Globalization period 
The growth rates of Net state domestic product (NSDP) and per capita 
NSDP for states /UTs are given in table 2.8 and 2.10 respectively. We 
shall now analyze the inter-state growth differentials in three successive 
periods and one overall period, namely , 1980-81 to 1993-94, 1993-94 to 
1999-00 , 1999-00 to 2006-07 and from 1980-81 to 2006-07 for the group 
of 28 states/ UTs as listed in tables. For the first period, the NSDP and 
PCNSDP figures are at 1980-81 prices, for the second period at 1993-94 
prices, the figures of third period are at 1999-00 prices and for the last 
period, price correction factor is applied to make data comparable at 
1999-00 prices. Table 2.8 and 2.10 shows the state wise compound 
annual growth rate (CAGR) of Net State Domestic Product (NSDP) and 
per capita Net State Domestic Product for different periods. It is 
perceived from the tables, there are variations in the growth rates of 
NSDP and PCNSDP. The average growth rate in the NSDP of the states 
has decreased fi-om 14.67 
TABLE 2.8 
GROWTH RATES OF NET STATE DOMESTIC PRODUCT 
(per cent per annum) 
StatesAJTs 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Han^ana 
1980-81 to 
1993-94 
15.37 
16.24 
13.49 
12.84 
14.02 
13.82 
15.03 
1993-94 to 
1999-00 
13.58 
10.28 
10.47 
11.03 
20.40 
13.28 
13.92 
1999-00 to 
2006-07 
10.50 
10.07 
31.8 
8.55 
14.03 
13.28 
13.5 
1980-81 to 
2006-07 
14.51 
13.65 
13.73 
11.15 
16.17 
13.83 
14.60 
62 
Himachal Pradesh 
Jammu & Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
Delhi 
Andaman <& 
Nicobar Island 
Pondicherry 
Mean 
CV(%) 
13.85 
10.61 
14.73 
13.38 
14.10 
15.55 
14.03 
15.63 
18.97 
18.45 
12.09 
22.58 
15.13 
15.34 
125.08 
12.67 
13.64 
12.51 
16.67 
12.87 
12.00 
14.67 
16.45 
16.62 
14.78 
15.16 
15.27 
12.72 
12.95 
14.16 
14.52 
13.04 
11.03 
12.75 
12.46 
15.75 
13.93 
14.18 
18.16 
12.66 
16.20 
17.18 
9.91 
26.3 
14.40 
23.20 
10.23 
9.31 
10.38 
10.82 
6.96 
10.94 
8.21 
9.47 
8.98 
12.05 
12.20 
7.84 
8.55 
12.44 
10.32 
11.08 
8.34 
9.69 
11.99 
11.75 
10.10 
11.19 
39.44 
14.26 
11.78 
13.88 
13.21 
12.27 
14.32 
12.50 
14.12 
14.44 
16.22 
12.19 
12.6 
13.55 
14.19 
13.96 
13.65 
12.05 
12.84 
15.97 
12.68 
15.05 
12.13 
10.6 
Source: Calculated 
Per cent in the first period to 14.40 and 11.19 percent during second and 
third period respectively. And overall average NSDP for the entire period 
of study is 12.13 per cent. The co-efficient of variation (CV) of growth 
rates of NSDP which was 16.45 per cent in the pre-globalization period 
rose to 23.2 per cent and 39.44 per cent respective in second and third 
period of post globalization period. In the overall period co-efficient of 
variation was only 9.04 per cent during the first period. It may be 
observed that Punjab witnessed the highest growth in NSDP at 22.58 per 
cent p.a. followed by Mizoram and Nagaland at 18.97 and 18.45 per cent 
p.a. respectively. Other two states in the group of top five were Delhi 
(16.67 per cent p.a.) and Arunachal Pradesh (16.24 per cent p.a.). But the 
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states with lowest growth rates are Jammu & Kashmir (10.61 per cent 
p.a.), Pondicherry (12.00 per cent p.a.), Orissa (12.09 per cent p.a.), West 
Bengal (12.51 per cent p.a.) and Bihar (12.84 per cent p.a.) . It is seen 
from the table 2.8 that most of the states showed lower rates of growth in 
the post globalization period (1993-94 to 1999-00 and 1999-00 to 2006-
07) as compared to pre-globalization period with few exceptions. In the 
third period, Assam showed a very impressive gro^vth rate of 31.8 per 
cent p.a. Pondicherry, grew with highest growth rate during the second 
period at 26.3 per cent p.a. Few states showed improved growth in the 
post globalization period as compared to period one like Goa at 20.4 per 
cent p.a., Tripura at 18.16 per cent p.a., West Bengal at 16.2 per cent p.a. 
etc. Ranks of states show the variations in the state's performance during 
the period of study. From the table 2.9, it can be 
seen that Goa after improving, maintained its rank (2"'^ ) throughout the 
period. For achieving a higher growth rate of the economy, the 
Government of India initiated the policy of economic reforms by 
introducing the packages of Globalization, liberalization and 
privatization. The overall growth has been quite impressive and has 
accelerated in the recent years. However, barring few exceptions like 
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Haryana & Punjab in the developed category and Rajasthan & Orissa in the backward 
states, the growth rates in NSDP as such as to perpetuate inter-state disparities. Also 
from the co-efficient of variation it is seen that the degree of variation has increased 
in the post-globalization period. An interesting observation is the deceleration in the 
growth of Punjab and Haryana, which might be due to higher share of agriculture in 
their NSDP. 
Due to the varying population growth rates, the growth of per capita NSDP 
need not coincide with those of Net state Domestic Product. Results in table 2.10 
reveals that average growth of PCNSDP of states /UTs has jumped up from 11.59 per 
cent per annum during 1980-81 to 1993-94 to 11.94 per cent during 1993-94 to 199-
00 but moved down to 8.38 per cent p.a. during 1999-00 to 2006-07.For the overall 
period growth rates remained to be less than 10 per cent (at 9.57 per cent p.a.) .The 
co-efficient of variation (CV) of the growth rates which was 11.22 per cent during 
first period, increased to 30.61 and 22.04 per cent in second and third period 
respecfively. During 1980-81 to 1993-94, it may be observed that Mizoram witnessed 
the highest growth in PCNSDP at 15.14 per cent p.a. followed by Tamil Nadu (13.53 
per cent p.a.) and Nagaland (11.45 per cent p.a.), Manipur (11.19 per cent p.a.), 
Himachal Pradesh (11.17 per cent p.a.), Uttar Pradesh (1.16 percent p.a.), Bihar 
(10.47 per cent p.a.), West Bengal (10.11 per cent p.a.) Orissa (10.05 per cent p.a.), 
Tripura (9.46 per cent p.a.), Pondicherry (8.81 per cent p.a.) and Andaman & Nicobar 
Island (8.37 per cent p.a.) have recorded growth lower than the average growth rate. 
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TABLE 2.10 
GROWTH RATES OF PER CAPITA NET STATE DOMESTIC PRODUCT 
(per cent per annum) 
States/UTs 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
Delhi 
Andaman & 
Nicobar Island 
Pondicherry 
Mean 
CV(%) 
1980-81 to 
1993-94 
12.95 
12.74 
11.04 
10.47 
12.31 
11.69 
12.30 
11.17 
7.87 
12.62 
11.86 
11.45 
12.97 
11.19 
12.38 
15.14 
13.36 
10.05 
12.63 
12.34 
12.63 
13.53 
9.46 
11.16 
10.11 
12.01 
8.37 
8.81 
11.59 
14.22 
1993-94 to 
1999-00 
12.16 
7.79 
9.12 
8.25 
18.73 
11.18 
11.13 
14.61 
11.87 
13.37 
14.29 
10.31 
10.69 
11.69 
11.56 
10.23 
5.61 
11.11 
10.35 
12.90 
10.71 
13.00 
16.54 
10.1 
14.34 
12.83 
6.06 
23.76 
11.94 
30.61 
1999-00 to 
2006-07 
9.29 
8.62 
7.42 
6.45 
11.77 
11.35 
11.21 
8.37 
7.54 
8.97 
9.88 
4.92 
9.17 
6.03 
7.92 
6.25 
6.62 
10.95 
5.96 
6.45 
10.55 
9.37 
9.82 
6.19 
8.39 
8.68 
8.44 
8.06 
0.38 
22.04 
1980-81 to 
2006-07 
12.67 
10.88 
8.41 
3.49 
16.34 
11.33 
12.29 
10.22 
5.74 
8.82 
8.92 
5.25 
10.11 
4.50 
5.32 
6.72 
5.97 
10.41 
10.93 
10.90 
11.43 
12.69 
11.38 
9.65 
10.79 
11.68 
8.78 
12.46 
9.57 
31.24 
Source: Calculated 
In the second period, i.e. during 1993-94 to 1999-00, the average growth 
rate accelerated and majority of states experienced it. Pondicherry with 
23.76 per cent p.a. was the star performer. Jammu & Kashmir, Goa, 
Tripura, West Bengal, Himachal Pradesh, Kamataka, Kerala and Orissa 
also performed well. On the other hand Nagaland, Arunachal Pradesh 
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showed a great fall in the rates of growth of PCNSDP as compared to pre-
globalization period. Bihar, Assam, Haryana, Madhya Pradesh, 
Maharashtra Mizoram, Punjab, Sikkim also showed fall in their growth 
rates. 
During 1999-00 to 2006-07, the average growth rate was 8.38 per 
cent per annum. Goa, Gujarat and Haryana grew at more than 11 per cent 
p.a., followed by Orissa (10.95 per cent p.a., Kerala (9.88 per cent p.a.) 
and Tamil Nadu (9.37 per cent p.a.). During this period, Madhya Pradesh 
was the worst performer at 4.92 per cent p.a. The other below average 
performers are Assam (7.42 per cent p.a.), Bihar (6.45 per cent p.a.), 
Manipur (6.03 per cent p.a.), Meghalaya (7.92 per cent p.a.), Mizoram 
(6.25 per cent p.a.), Nagaland (6.62 per cent p.a.), Punjab (5.96 per cent 
p.a.), Rajasthan (6.45 per cent p.a.). Uttar Pradesh (6.19 per cent p.a.) and 
Pondicherry (8.06 per cent p.a.). 
When we look at the overall performance, the average growth rate 
is 9.57 per cent p.a..Goa has been the fastest growing state with 16.34 per 
cent p.a. growth rate followed by Tamil Nadu and Andhra Pradesh with 
12.69 and 12.67 per cent p.a.. The other states that crossed the level of 12 
percent are Pondicherry (12.46 per cent p.a.) and Haryana (12.29 per cent 
p.a.). On the other hand, the poorer stats likes Bihar (3.49 per cent p.a.), 
Manipur (4.5 per cent p.a.), Madhya Pradesh (5.25 per cent p.a.). 
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Meghalaya (5.32 per cent p.a.), Jammu & Kashmir (5.74 per cent p.a.) 
recorded lower growth rates. 
Thus, the overall growth rates have been quite impressive and have 
accelerated in post globalization period with few exceptions. The number 
of states having above average growth rate was 16 during the overall 
period. The number of states above average growth v/as 16, 11 and 15 in 
the 1st, 2"'' and 3'^ '^  period respectively. As observed, the co-efficient of 
variation of growth rates has also increased. More so, the globalization 
seems to have favoured better off regions. It is also evident in the fact that 
the growth has decelerated in all the low-income state except Madhya 
Pradesh and Jammu & Kashmir. The deceleration in the growth rates of 
Rich- states like Punjab and Haryana might be due to the higher share of 
agriculture in their PCNSDP. 
2.2.3 Trends in Disparity in Net state domestic product and per 
capita net state domestic product in India during pre - and post 
Globalization period 
In the above sections, we have discussed the levels and growth rates of 
Net State Domestic Product and Per capita Net State Domestic Product 
and their disparity in Indian state during the pre-globalization, post global 
and over-all periods. Now we are going to examine the trends of disparity 
in NSDP and per capita NSDP in Indian states during the period under 
study. 
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Our estimates reveals that the inter-state disparities in NSDP are 
examined by considering the trends in coefficient of variation (CV) and 
standard deviation (o) in Indian states during 1980-81 to 2006-07. 
Table 2.11 presents an increasing standard deviation across the 
states/UTS during 1980-81 to 1993-94 and an increased rise in the 
standard deviation in the 
TABLE2.il 
Standard Deviation and Coefficient of Variation of NSDP during 1980-81 to 
2006-07 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
All states 
Standard deviation (o) 
4496.19 
5043.16 
5588.28 
6385.10 
7120.10 
7993.95 
8747.16 
10189.62 
12084.86 
14136.91 
16557.51 
19057.47 
22115.75 
26124.78 
30492.72 
35663.06 
41063.64 
44967.52 
50465.31 
56030.29 
58043.10 
61730.88 
66791.26 
75631.10 
84249.23 
95239.72 
139656.47 ' 
Co-efficient of variation 
CV (%) 
107.39 
105.08 
105.06 
103.56 
104.13 
104.50 
10.3.94 
105.48 
104.47 
106.69 
107.16 
105.89 
108.23 
108.89 
108.50 
110.73 
110.14 
109.03 
106.71 
107.79 
106.18 
105.92 
106.45 
106.52 
106.94 
107.42 
112.64 
Source: Calculated 
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post globalization period. That is, the rate of increase in variation is 
greater in post reform period as compared to pre globalization period. In 
1980-81, standard deviation was 4496.19 which increased to 261247.74 
in 1993-94, further increased to 139656.47 in 2006-07. It is seen that in 
the pre globalization period o increased only 5.8 times but during the 
post globalization period (from 1994-95 to 2006-97), the increase in o 
was 13 times, more than double as compared to the pre-globalization 
period. The dispersion of NSDP (as measured by Log of standard 
deviation) has widened .It is observed from Table 2.12 and figure 2.2, 
that the inequality has been growing over time. 
Log 
Years 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
Table-2.12 
of SD of NSDP during 1980-81 to 2006-07 
LnSD 
8.4 
8.5 
8.6 
8.8 
8.9 
9.0 
9.1 
9.2 
9.4 
9.6 
9.7 
9.9 
10.0 
Years 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
LnSD 
10.2 
10.3 
10.5 
10.6 
10.7 
10.8 
10.9 
11.0 
11.0 
11.1 
11.2 
11.3 
11.5 
11.8 
Source; Calculated 
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The table 2.12 shows an increasing trend of standard deviation 
logarititim, depicting growing inequalities in terms of Net State Domestic 
Product, which is also better shown with the help of increasing upward 
sloping figure 2.2. 
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Figure2.2 
The regional inequalities are also studied by considering the levels and 
trends in the co-efficient of variation (CV) of PCNSDP for the study 
period. CVs for PCNSDP are studied under two cases. Firstly, when all 
28 states AJTs are included, and secondly when high income group 
including Andaman & Nicobar Island, Delhi, Pondicherry, Goa & 
Nagaland are excluded fi^om the study. This is done to show that not only 
because of the presence of these high income regions, even in their 
absence there are variations in the levels and trends of PCNSDP (table 
2.13). 
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TABLE 2.13 
Standard Deviation and Coefficient of Variation of PCNSDP 
during 1980-81 to 2006-07 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
Note *~ HIS 
All 28 states /UIs 
Standard 
deviation((T) 
897 
967 
1052 
1113 
1201 
1344 
1496 
1560 
1684 
1949 
2084 
2548 
2917 
3569 
4284 
4570 
5479 
6743 
7641 
8232 
8866 
9158 
10296 
11208 
12527 
14901 
17237 
refers to High Incorr 
Coefficient of 
variation 
CV(%) 
41.46 
39.64 
39.51 
37.18 
36.70 
37.29 
37.98 
35.68 
33.56 
35.04 
33.42 
35.48 
36.77 
38.44 
40.54 
38.50 
40.43 
44.34 
44.92 
44.80 
45.57 
44.30 
46.42 
45.90 
47.22 
50.59 
53.43 
le States includes 
Excluding HIS* 
Standard 
Deviation(<T) 
453 
522 
567 
602 
654 
745 
796 
915, 
1039 
1248 
1423 
1708 
2036 
2396 
2820 
3230 
3684 
3872 
4329 
4674 
5169 
5551 
6027 
6582 
7322 
8405 
9807 
,. ANI, DEL, P0> 
Coefficient of 
variation CV 
(%) 
24.26 
24.60 
24.63 
22.96 
22.89 
23.55 
23.16 
23.78 
23.29 
25.29 
25.46 
26.57 
28.71 
29.26 
30.45 
30.63 
31.18 
30.05 
29.64 
29.49 
31.08 
31.31 
32.07 
31.61 
32.18 
33.55 
34.95 
1, GOA & NAG. 
Source: Calculated 
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Figure 2.3 
From figure 2.3 and table 2.13, the CV of PCNSDP has shown a 
declining trend during 1980-81 to 1990-91, since then the CVs have been 
increasing. In 1980-81, CV was 41.46 percent declined to 35.48 per cent 
in 1991-92. It increase to 45.57 percent in 1999-00 and further reached to 
53 per cent in 2006-07. Almost same results are seen when High Income 
Regions (HIR) are excluded. Since 1991-92, the trend in inequalities is 
steadily rising. In both the cases, from standard deviation (o) we found 
the increasing trend. When all states are included, a rose from 897 in 
1980-81 to 3569 in 1993-94 and further increased to 17237 in 2006-07. In 
thirteen years of pre-globalization period standard deviation increased 
almost four times and a during 1993-94 to 2006-07 increased around five 
folds. Similarly, excluding the high income states, o in 1980-81 was 453 
which rose to 2396, an increase of 5.3 times. During 1993-94 to 2006-07 
74 
G increase around 4 folds from 2396 to 9807. Since in that case the rate of 
increase in post globalization period is slow but still increasing, 
increasing inequalities. So, increasing_standard deviations and coefficient 
of variation helps us to state that inequalities are widening. The 
increasing inequalities in PCNSDP can also be shown with the help of a 
Figure 4 showing increasing trend of standard deviation logarithm. 
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Thus, by considering both Standard Deviation and coefficient of variation 
analysis, we gets the same increasing divergent trend showing widening 
of disparities in the level of Per Capita Net State Domestic product in 
India. 
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3.3.5 Inequality, Growth and Convergences of Indian states : A 
measure of a convergence, B convergence and a convergence 
An important result that follows from the standard Neo classical growth 
model (Slow, 1956, Swan 1956) is the convergence of per capita output 
across countries with a similar saving rate, growth rate of population and 
shape of production functions, based fundamentally on the assumption of 
diminishing returns to capital, the convergence hypotheses says that the 
growth rate in the country with lower per capita output should be higher 
than in the countr}^  with higher per capita output. When this happens, 
inter-country differences in per capita output will disappear over time. 
Barro described this economic notion. The convergence property derives 
in the neo-classical model from the diminishing returns to capital. 
Economies that have less relative capital per worker (relative to their long 
run capital per worker) tend to have higher rates of return and higher 
growth rates (Barro, 1997). 
Barro (1991), Barro and Sala-i-Martin (1992, 1995) and Sala-i -
Martin (1996) have converted the economic notion of convergence into a 
well defined statistical hypothesis. The concepts of convergence are 
distinguished in literature: 
(i) 0 convergence; (ii) (3 convergence; and (iii) Conditional p 
convergence. Applying the method suggested by Barro and Sala-i-Martin 
(1992, 1995) and Sala-i-Martin (1996), this section examines whether 
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there has been any teno^a^^E^fiis^^ence in per capita income across 
states during pre and post globalization period. 
3.3.5.1 o-Convergence 
The concept of a-convergence does not relate directly to the growth rates 
of economies. Instead, it focuses attention on the dispersion of per capita 
output over a cross section of economies at each point of time. The 
economies are said to satisfy the condition of o- convergence of this 
dispersion decreases over time the simplest way to test for a-convergence 
is to estimate the time trend of some measure of dispersion of per capita 
income across region. We have computed the standard deviation (SD) of 
PCNSDP across states for each year during three periods-
(i) Pre -Globalization period (1980-81 to 1993-94) 
(ii) Post Globalisation period (1994-95 to 2006-07) 
(iii) Overall period (1980-81 to 2006-07). 
The estimated SDS of the logarithms of per capita income plotted against 
time in figure 2.4 display an increasing trend, suggesting a discern tile 
increase in per capita income disparity among states. 
This trend has persisted throughout, with the exception of some 
fluctuations in some years. 
The results reveals significant divergence in the levels of PCNSDP 
across the selected states. 
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(1980-81 to 1993-94) 
Log (SD of PCNSDP )= 7.052* + 0.117* t R^= 0.991* (1) 
(0.028) (0.003) F= 1276.13 
(1994-95 to 2006-07) 
Log (SD of PCNSDP) = 9.889* + 0.056*t R^= 0.661 * (2) 
(0.98) (0.012) F= 23.354. 
(1980-81 to 2006-07) 
Log (SD of PCNSDP)= 7.229* + 0.096* t R^= 0.95* (3) 
(0.71) (0.004) F=502.17 
Note :* Significant at 1 per cent level; values in brackets are standard cross of 
estimates. 
The estimated beta coefficients are positive and significant for all the 
three periods, Also R value is high, indicating widening of disparities in 
the overall period. 
3.3.5.2 a-Convergence 
The a - convergence equations (4), (5) and (6) too report a non 
decreasing tendency in the inequalities. The CV of PCNSDP is estimated 
to significantly increase over time in both the pre and post globalization 
period. Since R^  is high and greater in the post globalization period, also 
beta coefficients are positive, divergence, instead of convergence is the 
trend in PCNSDP. 
(1980-81 to 1993-94) 
CV of PCNSDP = 0.428 + 0.003 t R^= 0.288 —- (4) 
(0.01) (0.001) F = 4.846 
(5) 
(1994-95 to 2006-07) 
CV of PCNSDP = 0.444 +0.006 t 
(0.031) (0.004) 
R-=0.195 
F= 2.906 
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(1980-81 TO 2006-07) 
CV of PCNSDP = 0.419 + 0.003 to R^=0.336 —(6) 
(0.016) (0.001) F=13.135 
Note :* Significant at 1 per cent level; values in brackets are standard errors of 
estimates. 
3.3.5.3 p - Convergence 
The growth rates in PCNSDP of states /UTs during the given period are 
regressed on their respective base year incomes in this exercise. The neo-
classical growth theory postulates that a income increase, the growth rate 
declines, that is the high income states tends to record lower rates of 
growth and vice versa or the beta co-efficient of the model has to be 
negative. 
The trend growth of PCNSDP has been regressed on log of PCNSDP of 
corresponding base year and the results are given as equation (7), (8), (9) 
and (10). 
(1980-81 to 1993-94) 
GR PCNSDP = 0.146-0.005 LN PCNSDP R'= 0.012 (7) 
(0.063) (0.008) F= 0.329 
(1993-94 to 1999-00) 
GR PCNSDP = 0.011 + 0.011 Ln PCNSDP R''=0.019 (8) 
(0.143) (0.01) F==0.506 
(1999-00 to 2006-07) 
GN PCNSDP = -0.079 + 0.016 Ln PCNSDP R^=0.161 (9) 
(0.071) (0,007) F=^5.002 
(1980-81 to 2006-07) 
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GR PCNSD = 0.05 + 0.016 Ln PCNSDP R^= 0.315 (10) 
(0.045) (0.005) F= 11.930 
Note : Values in brackets are standard errors of estimates. 
The results of the statistical exercise presented in the equations indicates 
that divergence has occurred rather than convergence as the (3 coefficients 
are positive in the post globalization period and also in the entire period 
of study although the |3 co-efficients for the pre-globalization period are 
not significant, it turns out to be significant for the post reform period. 
This supports the argument that growth during post globahzation period 
resulted in divergence of incomes of the states in India. 
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3.1 Introduction 
Globalization refers to a world in which cultures, polities and 
economies in some sense come closer together. The concept can be defined 
as the intensification of worldwide social relations which link distant 
localities in such a way that local happenings are shaped by events 
occurring many miles away and vice versa (Giddens, 1990). 
Economic reforms programmes were launched in 1991. Major 
reforms have been undertaken in Industrial Policy, foreign trade and 
exchange rate policies, taxation policies and the financial sector. The basic 
medium term objective of these policy reforms is to lay the foundation of 
sustained growth of output and employment in the context of increasing 
global competitiveness of the Indian economy (Singh, Manmohan, 1994) 
globalizafion introduces technological advancement by linking to the rest of 
the world. No doubt, better and high technology reduces cost of production 
and generates surplus which can be re-invested for further growth. But most 
of the technological advances are of such nature that manual work is being 
eliminated. Hence, the elasticity of job creation to economic growth is 
declining, i.e. job creation takes place in ever declining proportions to 
growth (Hashim, 1999). 
Unemployment is a major problem of Indian economy and it is the 
root cause of many other problems like-poverty, illness, illiteracy, high birth 
rate and high death rate. Before launching economic reforms, employment 
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generation and reduction of unemployment has been main objectives of our 
planning. But after introducing globalization the concept has reversed and it 
has became unemployment generation and reduction in employment on the 
name of 'Down Sizing' and Privatization and Globalization of Indian 
Economy is a setback to unemployment problem of India. Now the biggest 
challenge facing the country in the coming years is to provide employment 
for our growing workforce and to eradicate poverty and other forms of 
deprivation (Pant, 1999). 
India's growth pattern has shown a mismatch between economic 
growth and employment availability. The debate on whether inequality is 
reduced due to globalization has no conclusive ansv/er. In India, from the 
studies undertaken by several economists including Visaria and Minhas 
(1991), Deshpande (1992) and Mundle (1993) and others, one gets the 
impression that economic reforms will have depressing effects on the 
growth of employment, at least in the short -run. Economists have the fear 
of jobless growth (Datt, 1994) and they hold the view that even in the 
absence of economic reforms it would have been possible to achieve a 
significant growth in employment in 1990s provided that government might 
have taken care of the problems arising out of increasing budget deficits and 
imbalances in the balance of payment (Agrawal and Goldar, 1995). Hence, 
there is a need to understand the human dimensions of the policy changes 
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and prescribe corrective measure so as to undertake adjustment with a 
human face. 
3.2 Globalization and Scenario of Employment in India 
The economic reforms started in 1991, focused on relaxation of 
restrictions on inflow of foreign investment, removing industrial licensing 
system, disinvestment in Public sector undertakings and Privatization. This 
process of Globalization and liberalization has given impetus to be rapid 
industrialization of states. It was believed that all ills can be cured with the 
process of Globalization and liberalization. But in the process, the 
population structure of the country in general and labour force in particular 
seems to be affected, influenced in regard to economically or socially, in 
minor or major degree. 
Table -3.1 
Employment and unemployment in million person year 
(by CDS basis) 
Population 
Labour force 
Workforce 
Unemployme-
nt Rate (%) 
Number of 
unemployed 
In Million 
1983 
718.10 
263.82 
239.49 
9.22 
24.34 
1993-
94 
898.68 
334.20 
313.93 
6.06 
20.27 
1999-00 
1005.1 
364.88 
338.19 
7.31 
26.68 
2004-05 
1092.83 
419.65 
384.91 
8.28 
34.74 
Growth p.a. (%) 
1983 
to 
1993-
94 
2.11 
2.28 
2.61 
1993-
94 to 
1999-
00 
1.98 
1.47 
1.25 
1999-00 
to 2004-
05 
1.69 
2.84 
2.62 
Source: Economic Survey 2007-08. 
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Estimates on employment and unemployment on current daily status 
(CDS) basis in Table 3.1 indicates that employment growth during 1999-
2000 to 2004-05 has accelerated significantly as compared to the growth 
witnessed during 1993-94 to 1999-00. It is seen, during the period the 
population is increasing with the 2.11% per annum rate of growth during the 
period of 1983 to 1993-94. But the labour force participation rate has 
declined in 1993-94 to 1999-00 which is reflected in a sharp deceleration in 
the growth of labour force from 2.28 per cent in 1983 to 1993-94 to 1.47 per 
cent during 1994-94 to 1999-2000. 
During the period of 1999-00 to 2004-05, rate of growth of labour 
force further increased significantly to 2.84 per cent per annum. Also during 
1999-2000 to 2004-05, about 47 million work opportunities were created 
compared to only 24 million in the period between 1993-94 and 1999-00. 
Employment growth accelerated from 1.25 per cent per annum to 2.62 per 
cent per annum. However, since the labor force grew at a faster rate of 2.84 
per cent than the workforce, unemployment rate also rose. The incidence of 
unemployment on CDS basis increased from 7.31 per cent in 1999-00 to 
8.28 per cent in 2004-05. 
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Table -3.2 
Labour force and workforce participation Rates (CDS basis ) 
(Percent) 
Labour Force Participation Rates (LFPR) 
Rural Male 
Rural 
Female 
Urban Male 
Urban 
Female 
1983 
52.7 
21.9 
57.2 
12.1 
1993.94 
53.4 
28.2 
58.2 
13.2 
1999-00 
51.5 
22.0 
52.8 
12.8 
2004-05 
53.1 
23.7 
56.1 
15.0 
Work Force Participation rates (WFPR) 
Rural Male 
Rural 
Female 
Urban Male 
Urban 
Female 
48.2 
19.8 
47.3 
10.6 
50.4 • 
21.9 
49.6 
12.0 
47.8 
20.4 
49.0 
11.1 
48.8 
21.6 
51.9 
13.3 
Source: Various rounds of NSSO Survey on employment and 
unemployment/planning commission, economic survey 2007-
08. 
Note : *LFPR/WFPR represents No. of persons/person days in labour 
force/work force per 1000 persons/ person days. 
This table 3.2 shows that the male participation remained higher both 
in labour and work force, throughout the period betv/een 1983 and 2004-05. 
Female participation in rural areas was much higher than in urban areas. The 
estimates show that urban male participation rates (both labour force and 
workforce) were higher than rural male participation during 1999-2000 and 
2004-05. 
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It can be figured out that from the very beginning of Indian planning, 
employment generation was considered to be an important objective to be 
met. Under different plan periods the rate of growth of output has never 
been integrated with the rate of growth of employment, although continuous 
attention have been paid to the need to increase gainful employment 
opportunities in different plan documents. 
Table -3.3 
Growth of GDP, Labour supply and employment during five year plans 
in India 
Plans 
I plan (1951) 
II plan (1956 
III plan (1961) 
Annual Plan (1967-69) 
IV plan (1969) 
V plan 
VI plan 
VII plan 
VIII plan 
IX plan 
X plan 
1 
Labour 
force 
162.01 
167.13 
178.44 
NA 
208.20 
234.15 
256.34 
NA 
374.2 
423.4 
478.8 
Employment 
(Millions) 
161.67 
164.87 
171.96 
NA 
203.01 
224.04 
244.69 
NA 
367.2 
416.4 
474.7 
Annual 
GDP 
(%) 
3.6 
4.2 
2.8 
3.9 
3.3 
4.8 
5.8 
NA 
6.8 
6.5 
7.7 
Growth Rate 
of 
Employment 
(%) 
0.39 
0.85 
2.03 
2.21 
1.99 
1.84 
1.89 
NA 
1.38 
1.13 
1.14 
Source: Plan Documents, Planning Commission, New Delhi. 
Note: NA- Not Available 
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During the first four decades of planning, up to 1980s, the population 
of the country has grown at the rate of 2.2 percent but the employment 
opportunities have failed to increase in line with the growth of population. 
There is continuous rise in the number of labour force. It is much clear from 
the very first plan that there is large gap between the rate of growth of 
labour force and the availability of employment. During 1951 to 1987 the 
average rate of growth of labour force is 2.5 per cent whereas the growth 
rate of employment was just 2.1 per cent in the same period. 
There is positive relation between the GDP and employment growth 
rates. The GDP growth determines the demand for labour. The average 
annual growth of employment in India has been around 1.9 per cent over the 
last five decades. During 1950s the employment growth rate was less than 
one percent. In 1960's and 1970s is rose to over 2 per cent. However, during 
1980's it decelerated to about 1.8 per cent. But the employment situation 
was much adverse in the post reform period. In the Eight FYP having 6.5 
per cent GDP growth rate, the employment generation was just 1.38 per cent 
per annum. In the Ninth and Tenth plan also, we found the same 
desperation, with larger gap between the GDP and Employment growth 
rates. 
Tenth five year plan has shifted the focus in employment policy from 
organized sector to the unorganized sector. This is in consonance with the 
path outlined by S.P. Gupta Special Group Report (2002) on "Targeting Ten 
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million opportunities per year". The Prime Minister in his address to the 
Economic Advisory Council on July 13, 2002 pledged: "an employment 
oriented growth and not jobless growth". To quote the Prime Minister: 
"Even as we try to speed up growth, how we ensure that it will be 
employment oriented growth, and not jobless growth or growth with less 
jobs? The challenge of unemployment will become more acute as the youth 
segment of our demographic spectrum continues to expand in the coming 
years." 
Table-3.4 
Employment Scenario in the Tenth Plan period and beyond (based on 
actual elasticity and 1.8 per cent per annum growth in labour force). 
Labour force 
(1.8% p.a. 
growth 
Employment* 
Unemployment 
Rate 
No. of 
unemployed 
Unit 
Million 
Million 
% 
Million 
1999-
2000 
363.33 
336.75 
7.32 
26.58 
1 
2001 
371.52 
340.82 
8.26 
30.70 
2002 
378.21 
343.36 
9.21 
34.85 
2007 
413.5 
373.03 
9.79 
40.47 1 
2012 
451.53 
403.52 
10.63 
48.01 
Emp. 
Growth 
plan 
/annum 
(%) 
1.8 
1.7 
~ 
3.0 
Note: *Based on 8 per cent per annum growth in GDP during 2002-07. 
**Based on 5.2 per cent GDP growth during 2000-01 and 2001-02. 
Source: Government of India, Planning commission, Tenth Five Year Plan, 
2002-07, Vol.1 (Delhi 2003), Annexure 5.14, p.l70. 
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According to the table 3.4, the estimates of unemployed were around 
34.85 million person year (defined on CDS basis) when the unemployment 
rate went up to around 9.21%. The estimates of addition to labor force over 
the 10 Plan period were placed at 35.29 million person years (=413.5 
minus 378.21). Thus the Tenth plan faced the daunting task of creating job 
opportunities against a potential job demand of more than 70.14 million 
person years. 
The employment scenario presented in the Eleventh Five Year Plan 
and beyond is presented as. 
Table- 3.5 
Population, Labour Force and Employment projections 
(in thousand) 
Population 
(age 0+) 
Population 
(age 15-59) 
Labour Froce 
Labour Force 
Employment 
opportunities 
Unemployed 
Unemployment 
Rate (%) 
Basis 
UPSS 
CDS 
CDS 
CDS 
CDS 
1993-94* 
893676 
501760 
378650 
334197 
313931 
20266 
6.06 
2004-05 
1092830 
652940 
471250 
419647 
384909 
34738 
8.28 
2006-07 
1128313 
687120 
492660 
438948 
402238 
36710 
8.36 
2011-12 
1207471 
760110 
541840 
483659 
460310 
23348 
4.83 
2016-17 
1283242 
820570 
586440 
524057 
518203 
5853 
1.12 
* Actual estimates derived from NSS. 
Source : Eleventh Five Year Plan, Vol,I, Table 4.15(a), p.82. 
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According to the Eleventh Five Year Plan, population growth is 
expected to decelerated through the period 2006-07 to 2016-17 with a 
corresponding deceleration in labour force growth from 2.01 per cent per 
annum over the period 1993-94 to 2004-05 to 1.92 per cent per annum over 
the period 2006-07 to 2011-12 and further to 1.59 percent per annum over 
the period 2011-12 to 2016-17. However, although labour force growth is 
projected to decelerate, the absolute increase in the labour force is very 
large. From table 3.5, labour force is expected to grow from 438.95 million 
in 2006-07 to 483.66 million in 2011-12 implying a growth of 44.71 
million. Thus, the projected increase in labour force during the eleventh 
FYP is about 45 million. The projection indicates that 58 million 
employment opportunities would be created in the eleventh plan. 
3.2.1 Emerging trends in Organized and Unorganized sectors 
The Indian economy is divided into organized and unorganized 
sectors. The unorganized sector is quite large, as along with whole 
Agriculture sector it comprises most of mining, manufacturing, 
constructing, trade transport and communications, social and personal 
services. By and large organized sector is restricted to manufacturing, 
electricity, transport and financial services. The organized sector usually 
refers to employment in the public sector and in private sector 
establishments employing ten or more persons. It is commonly believed that 
wages in the organized sector is much higher than the unorganized sector. 
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Moreover, organized sector provides greater job security and other benefits. 
Within the organized sector, jobs in Public sector receive much higher 
wages and accompanying benefits than those in private sector for similar 
skills. Also Public Sector offers greater job securities. 
Table -3.6 
Employment in organized and unorganized sectors 
Sector 
Organized 
sector 
employment 
Public sector 
Private 
sector 
Unorganized 
sector 
empjloyment 
Total 
employment. 
Employment (millions) 
1983 
24.01 
16.46 
7.55 
278.7 
302.75 
1994 
27.37 
19.44 
7.93 
347.08 
374.45 
1999-00 
28.11 
19.41 
8.70 
368.89 
397.00 
Growth rate per 
cent per annum 
1983-94 
1.20 
1.52 
0.45 
2.01 
2.04 
1994-
2000 
0.53 
-0.03 
1.87 
1.02 
0.98 
Source : Economic Survey 2001-02 
Organized sector employment in 1999-2000 was 28.11 million i.e. 
about 7.08 per cent of the total employment of about 397 million. Despite 
economic reforms employment in the organized sector has been declining in 
percentage terms. In absolute terms, employment in the organized sector 
was 24.01 millions in 1983. It steadily rose to reach the level of 27.37 
millions in 1994 and further to 28.11 millions in 1999-2000. This is not a 
satisfactory development as since 1983, in percentage term employment 
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kept on declining. The organized sector accounted for 7.93 per cent of the 
employment in 1983. Thereafter, its share in total employment steadily 
declined to 7.3 per cent in 1994 and ftjrther to 7.08 per cent 1999-2000. 
Employment in the organized sector had increased at the rate of 1.2 per cent 
per annum during the period 1983-94. Thereafter most of economic growth 
in the organized sector has been jobless, as a result of which annual average 
rate of employment growth declined to 0.53 per cent during the period 
1994-2000. 
In the Organized sector, public sector had accounted for 68.55 percent 
of the employment in the organized sector in 1983. Its share in employment 
in the organized sector had increased during the period 1983 to 1994 and 
stood at 71.03 per cent. Thereafter the government consciously pursued the 
policy of reducing employment in the public sector and, as a result, 
employment declined fi-om 19.44 million in 1994 to 19.41 million in 1999-
2000. The private sector has always accounted for less than one third of the 
employment in the organized sector. 
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Table-3.7 
Employment in the organized Sector 
Sector 
Organized 
Sector 
Public 
sector 
Private 
sector 
Employment (in millions) 
2001 
27.91 
19.13 
8.65 
2002 
27.20 
18.77 
8.42 
2003 
27.0 
18.58 
8.42 
2004 
26.443 
18.19 
8.24 
2005 
26.458 
18.00 
8.45 
In absolute terms also, it is shown in Table 3.7 that during the period 
2000-2005 there is continuous decline in the employment level both in 
Public and Private sector. 
Table -3.8 
Rate of Growth of Employment in Organized Sector 
(% per annum) 
Public Sector 
Private Sector 
Total org. 
1983-1994 
1.53 
0.44 
1.20 
1994-2005 
-0.70 
0.58 
-0.31 
Source: Eleventh Plan Documents 
The employment growth in the organized sector, public and private 
combined, has declined during the period between 1994 and 2005. From 
table 3.8,we found that during the period 1983 -1994, the employment in the 
organized sector grew at the rate of 1.2 per cent per annum but decelerated 
to -0.31 percent per annum during 1994-2005. However, this decline was 
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mainly due to a decrease in employment in public sector establishments, 
whereas private sector had shown acceleration in the pace of growth in 
employment from 0.44 per cent to 0.58 per cent per annum, but this 
acceleration was not enough to make up for the corresponding deceleration 
in employment in the public sector. 
Table 3.9 
Employment in the organized Sector 
Year 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
Employment (persons in millions) 
Public Sector 
15.078 
15.384 
15.97 
16.45 
16.86 
17.26 
17.68 
18.02 
18.32 
18.51 
18.77 
19.05 
19.21 
19.32 
19.54 
19.46 
19.42 
19.45 
Private Sector 
7.22 
7.39 
7.47 
7.55 
7.34 
7.30 
7.37 
7.36 
7.39 
7.47 
7.58 
7.67 
7.84 
7.85 
7.93 
8.05 
8.51 
8.68 
Total 
22.30 
22.87 
23.37 
24.00 
24.21 
24.57 
25.05 
25.38 
25.71 
25.98 
26.35 
26.73 
27.05 
27.17 
27.37 
27.52 
27.94 
28.24 
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1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
19.42 
19.41 
19.31 
19.13 
18.77 
18.58 
18.19 
18.00 
8.74 
8.69 
8.64 
8.65 
8.43 
8.42 
8.24 
8.45 
28.16 
28.11 
27.96 
27.78 
27.20 
27.00 
26.44 
26.45 
Source : Economic surveys of India 1908-89, 1990-91, 2000-01 & 2007-08. 
We can also depict the trend of employment in public and private sector 
during the period with the help of figure 3.1 and figure 3.2 as: 
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From the above graphical representation, we may conclude that in the 
public sector the numbers of employed has increased rapidly in the pre-
globalization period but the downward sloping curve shows a declining 
trend in post globalization period. But in case of private sector, we can state 
that the numbers of employed is always increasing with some fluctuations. 
3.2.1.1 Globalization and employment in Public Sector 
Globalization process had adversely affected the employment 
generation in India. The table - 3.9 shows this very clearly with reference to 
Indian organized sector. The volume of employment in Public sector was 
15.078 million in 1980 which rose to 18.772 million in 1990. Thus, during 
the period 1980 to 1990, there was an increase of 3.694 million in 
employment opportunities in public sector. This is 24.5 per cent increase in 
Public Sector employment in a decade (1980-90) i.e. before globalization 
while during 1991-1999 level of employment rose for 19.058 million to 
19.415 million i.e. an increase of only 3.57 per cent. 
During 1980's and 90's, it is found that the employment generation 
was higher before globalization in Public Sector. It was nearly twelve times 
more before globalization than after globalization. This diminishing rate of 
growth of employment was further continued in public sector up to 2005. As 
from table-3.8, it is clear that there was -0.70 per cent per annum rate of 
grov\/th of employment in the public sector in the organized sector during 
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the entire period of 1994 to 2005. i.e. in the post globalization period while 
the same rate in the period 1983-1994) was 1.53 per cent per annum. 
3.2.1.2 Globalization and employment in Private Sector 
Private sector shows a good picture about globalization. From the 
table 3,9, it is shown that during the period 1980-1990 only 0.355 million 
employment opportunities were generated in the private sector which was 
just 4.84 percent in that decade. But after globalization, there was 1.021 
million employment opportunities were generated during 1991-1999, which 
was an increase of 13.29 per cent private sector employment level. 
Comparing the 10 years before and after globalization, the employment 
generation was nearly three times more in post globalization than before the 
globalization in the private sector. Also, from the table -3.8 it is clear that 
there was only 0.44 per cent per annum rate of growth of employment 
during 1983-94 by it accelerated to 0.58% during 1994-2005 in the private 
sector. 
3.2.2 Trends in self employment, Regular salaried and causal labours. 
Employed persons are categorized into three broad groups according 
to their status of employment. These broad groups are (i) self employed ; (ii) 
regular employees; and (iii) casual labour. 
Self Employed. 
Persons who operated their own form or non form enterprises or were 
engaged independently in a profession or trade on own account or with one 
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or a few partners were deemed to be self employed in household enterprises. 
The essential feature of the self employed is that they have autonomy (i.e. 
how, where and when to produce) and economic independence (i.e. market, 
scale of operation and money) for carrying out their operation. The 
remuneration of the self employed is often described as mixed -income 
because it consists of non separate combination of two parts: a reward for 
their labour and profit of their enterprises. The combined remuneration is 
wholly determined by the sales of output produced by self-employed 
persons. 
Categories of self employed persons: self employed persons were 
categorized as follows :-
(i) Own account workers: Those self employed persons who 
operated their enterprise on their own account or with one or a few 
partners and who, during the reference period, by and large, ran 
their enterprise without hiring any labour. They could, however, 
have had unpaid helpers to assist them in the running of the 
enterprise, 
(ii) Re-employers: Those self employed persons who worked on their 
own account or with one or a few partners and, who, by and large, 
ran their enterprise by hiring labour; and 
(iii) Helpers in household Enterprise: Those self employed persons 
(mostly family members) who were engaged in their household 
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enterprises , working full or part time and did not receive any 
regular salary or wages in turn of the work performed. They did 
not run the household enterprises on their own but assisted the 
related person living in the same household in running the 
household enterprise. 
Regular Salaried AVage Employees : These were persons who worked in 
both form or non form enterprises (both household and non-household) and 
in return receives salary or wages on a regular basis (i.e. not on the basis of 
daily or periodic renewal of work contract). This category include not only 
persons getting time wage but also persons receiving paid wage or salary 
and paid apprentices, both full time and part time. 
Casual wage labour: A person who was casually engaged in other form or 
non-form enterprises (both household and non-household) and, in return, 
received wages according to the terms of the daily or periodic work 
contract, was a casual wage labour. 
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Table-3.10 
Percent distribution of usually employed by category of Employment 
for usually employed (ps+ss) 
NSS 
Round 
No. 
61 
55 
50 
43 
38 
61 
55 
50 
43 
38 
61 
55 
50 
43 
38 
61 
55 
50 
43 
38 
Year 
Rural 
males 
2004-05 
1999-00 
1993-94 
1987-88 
1983-
Rural 
female 
2004-05 
1999-00 
1993-94 
1987-88 
1983-
Urban 
male 
2004-05 
1999-00 
1993-94 
1987-88 
1983-
Urban 
Female 
2004-05 
1999-00 
1993-94 
1987-88 
1983-
Period 
July-June 
July -June 
July -June 
July-June 
Jan-Dec. 
July-June 
July -June 
Ju]y -June 
July-June 
Jan-Dec. 
July-June 
July -June 
July -June 
July-June 
Jan-Dec. 
July-June 
July -June 
July -June 
July-June 
Jan-Dec. 
SelfEmp. 
58.1 
55.0 
57.7 
58.6 
60.5 
63.7 
57.3 
58.6 
60.8 
61.9 
44.8 
41.5 
41.7 
41.7 
40.9 
47.7 
45.3 
45.8 
47.1 
45.8 
Regular 
Employers 
9.0 
8.8 
8.5 
10.0 
10.3 
3.7 
3.1 
2.7 
3.7 
2.8 
40.6 
41.7 
43.7 
43.7 
43.7 
35.6 
33.3 
28.4 
27.5 
25.8 
Casual 
labour 
32.9 
36.2 
33.8 
31.4 
29.2 
32.6 
39.6 
38.7 
35.5 
35.3 
14.6 
16.8 
16.6 
14.4 
15.4 
16.7 
21.4 
25.8 
25.4 
28.4 
Source: NSSO survey 61 Round and earlier surveys. 
Data on the basis of category of employment is given separately for 
males and females in rural and urban areas. In Rural area, it is seen that the 
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male employment under the category of self employment and regular 
employees is continuously declining. But there is an increase in casual 
labour. This increase in causal labour is a reflection of the conversion of 
marginal cultivators into agricultural labourers. The rural females showed 
the siEdilar trend with some fluctuations. 
In Urban areas, the male employment under the category of self 
employment should increasing trend but declining in case of Regular 
salaried. While employment of urban females under regular salaried is 
increasing but diminishing in case of casual labours. 
3.2.3 Trends of employment with alternative measures 
Different approaches followed to determine activilT status : 
The persons surveyed were classified into various activity categories on the 
basis of the activity perused by them during certain specific reference 
periods. There are three reference periods for this survey. These are : 
(i) One year (ii) One week and (iii) each day of the reference week. 
Based on these three periods, three different measures of activity 
status are arrived at. These are termed respectively as usual status, 
current weekly status and current daily status. 
Usual Status: This method measures the persons who had a relatively 
longer period of the year either worked or were looking for works and also 
those persons from among the remaining population who had worked at 
least for some time with some regularity. Thus, on the basis of usual status 
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(us), tv/0 sets of data can be obtained one set based on principal status only 
(ps) and the other set considering both principal and subsidiary status (ss) 
i.e. ps+ss. 
Current weekly status (CWS): This measures the number of persons 
employed or looking for work on average in a week. 
Current daily status (CDS): This will only give labour force person days. 
Unemployment and the alternative measures: 
The number of persons unemployed increased from 7,98 million in 
1983 to 9.02 million in 1993-94 and then to 13.10 million in 2004-05. 
The unemployment rate is defined as the number of persons 
unemployed in percent, to the number of persons in labour force. This rate 
in effect gives the unutilized or unemployed part of labour force. 
Table-3.11 
Unemployment rates by sex, residence and status 
Year 
RUBRAL 
1983 
1987-88 
1993-94 
1999-00 
2004-05 
UREJAN 
1983 
1987-88 
1993-94 
1999-00 
2004-05 
UPSS 
1.4 
1.8 
1.4 
1.7 
1.6 
5.1 
5.2 
4.1 
4.5 
3.8 
Male 
CWS 
3.7 
4.2 
3.1 
3.9 
3.8 
6.7 
6.6 
5.2 
5.6 
5.2 
CDS 
7.5 
4.6 
5.6 
7.2 
8.0 
9.2 
8.8 
6.7 
7.3 
7.5 
UPSS 
0.7 
2.4 
0.9 
1.0 
1.8 
4.9 
6.2 
6.1 
5.7 
6.9 
Female 
CWS 
4.3 
4.4 
2.9 
3.7 
4.2 
7.5 
9.2 
7.9 
7.3 
9.0 
(per cent) 
CDS 
9.0 
6.7 
5.6 
7.0 
8.7 
11.0 
12.0 
10.4 
9.4 
11.6 
NOTE : UPSS Usual Principal and subsidiary status 
CWS-Current weekly Status, CDS-Current Daily status. 
Source: NSSO survey 61'' Round and earlier surveys. 
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Unemployment rates during the period showed many fluctuations. It 
is shown that the urban unemployment rates for both males and females are 
higher than the rural rates. There is sharp decline in the urban male 
unemployment rate as compared to rural male unemployment rate, which 
almost was stagnant. Also, female unemployment rate both in rural and 
urban areas are more than those for males and it is highest among urban 
females. The unemployment rates according to CDS approach are higher 
than those obtained according to usual status approach and weekly status 
approach, thereby indicating a high degree of intermittent unemployment. 
This is mainly due to the absence of regular employment for many workers. 
The unemployment rate (adjusted i.e.. UPSS) for rural males is much 
smaller than that of urban males. However, over the years there is some 
small increase in unemployment rates for rural males. On the other hand, 
IJRS for urban males witnessed a fall over the years similar trend has been 
witnessed in case of rural as well as urban females. 
3.2.4 Trends of Age-wise unemployment with Urban Rural differences 
The age-wise composition of the employed during 2004-05 and also 
earlier survey periods is presented as : 
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Table-3.12 
Age wise distribution of Usually Employed for all (ps+ss) workers 
(in per cent) 
NSS 
Round 
No. 
61 
55 
50 
43 
38 
61 
55 
50 
43 
38 
Year 
2004-05 
1999-00 
1993-94 
1987-88 
1983 
2004-05 
1999-00 
1993-94 
1987-88 
1983 
Age Group 
5-14 15-29 
Rura 
1.7 
2.4 
3.3 
27.4 
28.2 
34.4 
35 
36.1 
25.2 
24.4 
30-59 60& 
above 
males 
55.7 
54.1 
52 
27.6 
27 
8.3 
8.5 
8.6 
6.5 
66 
Urban males 
0.9 
1.2 
1.6 
23.9 
24.7 
34.1 
33.4 
34.7 
29.3 
29.4 
60.7 
61 
59.1 
29.8 
28.7 
4.3 
4.5 
4.7 
5.4 
5.2 
5-14 15-29 30-59 60& 
above 
Rural Females 
2.4 
4.0 
5.1 
25.1 
26.1 
32.3 
34.5 
36.3 
26.5 
2 5 . 5 ! 
Urban 
2.4 
3.1 
3.6 
23.9 
24.6 
31.5 
30.9 
32.6 
29.2 
29.1 
59.3 
56.1 
53.5 
28.6 
28 
5.8 
5.3 
5.1 
6.6 
28 
'emales 
61.7 
61.3 
59.0 
29 
27.3 
4.6 
4.8 
4.7 
6.1 
6.3 
Source : NSSO Survey 61 Round and earlier surveys 
It can be seen from the table-3.12 that there is a drastic reduction in 
child (age 5-14) employment both in rural and urban areas as well as among 
males and females . There is overall decline in youth employment, i.e. age 
15 to 29 years, among male and female workers in rural and urban areas 
between 1993-94 and 2004-05.Thus, for rural males, in the age group 15 to 
29, the employment increased substantially from 24.4 per cent in 1983 to 
36.1 per cent in 1993-94, but in post reform period the employment declined 
to 34.4 per cent by June 2005.In the case of Rural feraales though during the 
pre-reform period the employment increased from 25.5 to 36.3 per cent 
thereafter, it registered a substantial fall of 11 per cent, i.e. from 36.3 per 
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cent to 32.3 per cent by 2005. More or less the same trend in the case of 
urban males was observed. But in the case of urban females, though there is 
fall in employment of 3. per cent, it was much below that of rural females 
employment. 
The employment of the population in the age-group 30-59 in all cases 
increased. It was very low in 1983 and 1987-88 but jumped up to above 50 
thereafter with rural female's employment leading the way. Rural female 
employment during the post reform period increased from 53.5 per cent to 
59.3 per cent i.e., a growth 10.8 per cent during 1994-2005. 
3.2.5 Trends of unemployment by the levels of Education in India. 
One of the most disturbing facets of deprivation on account of 
unemployment pertaining to their educational profile. The unemployment 
rates by level of education on the basis of UPSS criterion is given as. 
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TabIe-3.13 
Unemployment rates* by level of Education 
(As percent of labour force) 
Education level 
Not literate 
Literate upto 
Primary 
Middle 
Secondary 
Higher 
secondary 
Graduate & 
Above 
Educated 
(secondary & 
above) 
All 
Unemployment rate 
1987-88 
1.1 
1.9 
5.3 
8.7 
-
9.9 
9.0 
2.7 
1983-94 
0.2 
0.9 
3.4 
6.2 
8.7 
9.3 
7.7 
1.9 
1999-2000 
0.2 
1.2 
3.3 
5.5 
7.8 
8.8 
7.1 
2.2 
Note: *Unemployment rates on usual principal and subsidiary status(UPSS) 
Source : NSS surveys, 43'"^  round (1987-88), 50* round (1993-94) and 
55* round (1999-2000) 
It is shown in table 3.13, as the level of education has improved, 
unemployment rates indicates an increase. As there is large voluntary 
unemployment among educated as they do not readily opt any job, whereas 
illiterate and literate up to primary are prepared to take up any job that 
comes their way. Educated labour is defined as those with education level 
secondary and above. The distressing fact is that unemployment rate for the 
educated in 1999-200 was more than three times the unemployment rate for 
the population as a whole. Nearly a similar situation was observed in 1993-
94. It is obviously because of the slow growth of job opportunities than the 
increase in the number of educated. 
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3.3 Globalization and growth of employment by sectors in India 
In the post globalization period there has been marked increase in the 
growth of GDP, but the employment situation has not kept pace with the 
growth process. 
Table 3.14 
Employment and GDP growth rates 
Period 
1983 to 1987-88 
1987-88 to 1993-94 
1993-94 to 1999-00 
1999-00 to 2004-05 
Growth rate of usual status 
employment (% per annum ) 
1.5 
2.4 
1.0 
3.0 
Annual GDP 
growth rate 
(at factor 
costs and 
constant 
prices) 
5.8 
5.2 
6.7 
6.0 
Source : Report of the task force on employment opportunities, planning 
commission 2001.Figures ofr 1999-00 to 2004-05 are taken 
from" Revisiting Employment and growth', C. Rangarajan, 
Padma Iyer Kaur and seema (ICRA Bulletin, Sept. 2007).. 
It would be more clear from table 3.14. Table shows that the 
employment situation does not show shift in correspondence with changes 
in economic output. This is due to the dominance of employment in low 
cost support system and household enterprises either as own account 
workers or unpaid family workers. Further, major part of employment in 
rural areas in still in the agricultural and allied activities. About all, public 
interventions to improve housing credit, rural employment guarantee 
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programs and infrastructure projects etc. have generally tried to ensure that 
the growth in constructions sector is maintained and employment does not 
fall drastically. One can specifically mention the drought year of 1987-88 
and the first year of structural adjustment 1991-02 when the GDP growth 
declined significantly. Conversely, the period 1993-94 to 1999-00 shows 
significant growth without a corresponding increase in employment. 
3.3.1 Trends in structural change in employment: 
Analyzing the inter-sectoral shifts, it is noted that the share of 
agriculture in GDP has declined sharply over the years, claiming a share of 
20.2 % in 2004-05 as when it was 37.2% in 1983. 
Table 3.15 
Sectoral shares in GDP over the years of NSS quinquennial rounds 
(in per cent) 
Sector of 
activity 
Agriculture 
Mining & 
Quarrying 
Manufacturing 
Electricity, gas 
and water 
supply 
Construction 
Trade 
Transport 
storage and 
communication 
Financial 
services 
Community 
social and 
personal service 
Total 
1983 
37.2 
2.3 
14.5 
1.7 
5.8 
11.5 
6.0 
8.3 
12.8 
100.0 
1993-94 
30.00 
2.5 
14.5 
2.4 
5.8 
12.2 
6.6 
12.2 
13.9 
100.00 
1999-00 
25.0 
2.3 
14.8 
2.5 
5.7 
14.2 
7.5 
13.1 
14.9 
100.00 
2004-05 
20.2 
2.2 
15.1 
2.3 
6.6 
15.5 
10.2 
13.5 
14.2 
100.00 
Source : National Accounts statistics. 
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It is a matter of some concern that the share of manufacturing has not 
gone up despite five years of sustained rapid economic growth, employing 
that manufacturing is not at the forefront when the national economy is 
surging ahead in the rapid growth path. The growth rates are very high in 
the tertiary sectors, particularly financial services (including real estate 
development) and transport, storage and communication, resulting in 
doubling of their shares over the past two decades. 
Despite the low growth in agricultural income and consequent fall in 
its share in GDP, the percentage of workers employed in the sector has gone 
down only marginally, the figure being over 50 percent in 2004-05. 
3.3.2 Sectoral distribution of employment in India 
There is a sharp decline in the share of employment in agriculture. 
The share of agriculture and allied sectors has come down from 65.4 per 
cent in 1983 to 52.1 per cent in 2004-05.This significant shift in 
employment away from agriculture and allied activities was absorbed at 
varying degrees by different industry groups in non-agriculture. 
Ill 
Table 3.16 
Sectoral distribution of the usually employed persons by principal and 
subsidiary status 
(per cent) 
Sector of activity 
Agriculture 
Mining and quarrying 
Manufacturing 
Electricity, gas, water etc. 
Construction 
Trade, hotel and 
restaurants 
Transport, storage and 
communication 
Financing, insurance, real 
estate 
Community social and 
personals services 
1983 
65.4 
0.7 
11.3 
0.3 
2.6 
7.0 
2.9 
0.8 
9.1 
1993-94 
61.0 
0.8 
11.1 
0.4 
3.6 
8.3 
3.2 
1.1 
10.5 
1999-00 
56.6 
0.7 
12.1 
0.3 
4.4 
11.2 
4.1 
1.4 
9.2 
2004-05 
52.1 
0.6 
12.9 
0.4 
5.6 
12.6 
4.6 
2.0 
9.2 
Source: Report on the Steering committee on Labour & Employment 
constituted for the Eleventh FYP (2007-12), Planning 
Commission, GOI, 2008. 
There is a sharp decline in the share of employment in agriculture. 
The share of agriculture and allied sectors has come down from 65.4 per 
cent in 1983 to 52.1 per cent in 2004-05.This significant shift in 
employment away from agriculture and allied activities was absorbed at 
varying degrees by different industry groups in non-agriculture. 
Alternatively, 
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Table-3.17 
Sectoral employment shares by current daily status (CDS) 
Percentage 
Sectors 
Agriculture 
Mining & Quarrying 
Manufacturing 
Electricity , Gas and 
Water supply 
Construction 
Trade Hotel & 
Restaurants 
Transport, storage and 
communications 
Financial services 
Community, social and 
personal services. 
Total employment 
1983 
64.42 
0.66 
11.27 
0.34 
2.56 
6.98 
2.88 
0.78 
9.10 
100.00 
1993-94 
61.03 
0.78 
11.10 
0.41 
3.63 
8.26 
3.22 
1.08 
10.50 
100.00 
1999-2000 
56.64 
0.67 
12.13 
0.34 
4.44 
11.20 
4.06 
1.36 
9.16 
100.0 
2004-05 
52.06 
0.63 
12.90 
0.35 
5.57 
12.62 
4.61 
2.06 
9.24 
100.0 
Source: Government India, Ministry of Finance, Economies Survey, 
2007-2008, Table 10.10, p.247. 
This table provides estimates of employment by sectors. These 
estimates are based on the NSS data and have been prepared by the planning 
commission. From this table 3.17, it is clear that there are four major sectors 
viz. Agriculture, Manufacturing, Trade and Community, social and personal 
services. These sectors together accounted for 86.84 percent of employment 
in 2004-05. Mining and Quarrying, electricity, gas and water supply, 
constmction, transport, storage and communication & financial sectors do 
not absorb much labour force. These industries together accounted for a 
mere 13.16 percent of employment in 2004-05. 
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From employment data by sectors, it is clear that since 1983 there has 
been a decline in employment in Agriculture in percentage terms. In fact, 
even the absolute number of employed workers declined in this sector over 
the six year period 1993-94 to 1999-2000. However, agriculture has 
accounted for 52.06 percent of the employment. 
The number of workers employed in manufacturing roe from 34.03 
million inl983 to 42.5 millions in 1993-94 & further to 48.01 million in 
1999-2000. In absolute terms this looks quite impressive. In percentage 
terms, the importance of manufacturing as a provider of employment has 
not changed significantly. In fact there was no improvement over the 10 yrs 
period 1983 to 1993-94, as in 1993-94 manufacturing accounted for 11.1 per 
cent of the employed workers as against 11.27 per cent of the employment 
under this sector in 1983. Thereafter, there is only a marginal improvement, 
as the percentage of employed workers in manufacturing rose to 12.1 
percent in 1999-2000 and 12.9 per cent in 2004-05. 
In 2004-05, trade. Hotel & restaurants accounted for 12.62 % of the 
employed workers as rate of employment in trade, hotel & restaurant sector 
was 4.01% during 1983 and 2004-05. In no. other major sector employment 
increased at this rate. 
Community, social & personal services accounted for 9.24 per cent of 
employed workers in 2004-05 employment in this sector increased from 
9.1per cent in 1983 to 10.5 per cent in 1993-94. Thereafter employment in 
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this sector declined and stood at 9.16 per cent in 1999-2000 and 9.24per 
cent in 2004-05,Reduction in employment in this sector in logical outcome 
of the liberalization reforms policy on the one hand discouraged retirement 
under VRS (voluntary retirement scheme). 
Employment in mining and Quarrying and electricity, gas and water 
supply remained 0.63 per cent & 0.35 per cent respectively in 2004-05. In 
absolute terms, number of employed workers rose only at a modest rate 
during the period 1983 to 2004-05. As a result, in percentage terms 
employment, in these sectors remained the same in 2004-05 as it was in 
1983. Construction accounted for 5.5 per cent of the employment in 2004-
05 as against 2.56 per cent in 1983 & 3.63per cent in 1993-94. Thus 
employment in this sector increased significantly during the 1980s & 1990s. 
However, employment potential of this sector still remains limited. 
Transport, storage & communications are important segments of 
infrastructure but their employment potential is limited. In 2004-05, this 
sector accounted for a mere 4.61per cent of the employment likewise, 
financial services despite their strategic role in the economy accounted for 
only 2.06 per cent of the employment in 2004-05. Over this period in 
absolute term employment in this sector has rapidly grown. But the fact 
remains that even now in absolute terms the total employment in this sector 
has rapidly grown. But the fact remains that even now in absolute terms the 
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total employment in this sector is not much. This shows that its employment 
potential is rather limited. 
3.3.3 Elasticity of Employment of sectors in India 
The elasticity of employment measures the sensitivity of employment 
growth to the GDP growth. The relationship however, is not simple and 
straight forward as factors other than GDP like wage rate, technology and 
improvements in infrastructure also impact employment growth rates. 
Employment elasticities are commonly used to track sectoral potential for 
generating employment and in forecasting future growth in employment. 
The period from 1993-93 to 1999-00 was marked by a sharp decline 
in employment elasticity across all sectors reflecting a deceleration in 
employment growth rate. This trend has been reversed in the period 1999-00 
to 2004-05. (Table 3.18). Comparison with the previous period (1993-94 to 
1999-00) reveals that the aggregate elasticity of employment has practically 
tripled from a low of 0.15 to a figure of 0.48. This increase in elasticity is 
seen in all sectors except for construction and Transport, storage and 
commiunication where the elasticity has declined. At a disaggregated level, 
agriculture seems to have done a complete about turn with the elasticity 
moving from 0 to 1.52, and the mining sector where elasticity grew from 0 
to 0.82 between the period 1993-94 to 1999-00 and 1999-00 to 2004-05. 
Sundaram (2007) has however, independently estimated the employments 
for the various sectors for 2004-05, which differ from the estimates base don 
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NSSO, while there is not much difference in the aggregate levels of 
employment, the critical difference is with regard to agriculture. He 
estimates the employment in agriculture at 258.66 million in 2004-05 
whereas the estimate based on NSSO is 267.57 million. Consequently, the 
employment elasticity calculated using Sundaram's data is 0.78 and is 
different from the figure 1.52 calculated using NSSO data. 
Table-3.18 
Elasticities of employment. 
Sectors 
Agriculture , forestry and fishing 
Mining & quarrying 
Manufacturing 
Electricity , gas & water supply 
Construction 
Trade, Hotel & Restaurants 
Transport, storage & 
communication 
Financing, insurance, heal estate 
& business services 
Community , social and personal 
services 
Total employment 
1983 to 
1993-94 
0.50 
0.69 
0.33 
0.52 
1.00 
0.63 
0.49 
0.92 
0.50 
0.41 
Elasticity 
1993-94 to 
1999-00 
0.00 
0.00 
0.26 
0.00 
1.00 
0.55 
0.69 
0.73 
0.07 
0.15 
1999-00 
to 2004-
05 
1.52 
0.82 
0.34 
0.33 
0.88 
0.59 
0.27 
0.94 
0.28 
0.48 
Source : Figures for 2004-05 are based on 61 '^ Round Survey, All other elasticities 
are as per report of the task. Force on Employment opportunities. 
3.3.4 Globalization, growth and Employment in India in Pre and Post 
globalization period 
The Growth rates of employment and labour force derived from NSS 
data shows that there is a sharp decline from 2.04 per cent per annum during 
the ten years period 1983 to 1993-94 to barely 0.98 per cent per annum 
117 
during the period 1993-94 to 199-00. The Task Force on Employment 
opportunities admitted deceleration in employment growth mentions: "This 
sharp deceleration in the growth of employment has naturally been the focus 
of much attention and comment, raising fears that economic growth in 1990s 
has been of a 'jobless' variety (Planning Commission, 2002). 
Table-3.19 
Compound Annual Growth rates in NSDP and Employment during 
pre-globalization period (1983-84 to 1993-94) 
States 
Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Haryana 
Himachal Pradesh 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil nadu 
Uttar Pradesh 
West Bengal 
All India 
Note: 
Growth rates (%) 
NSDP 
6.3 
3.1 
2.2. 
4.7 
6.1 
5.6 
5.6 
5.2 
4.8 
7.3 
3.0 
5.1 
5.9 
5.7 
4.4 
4.6 
5.1 
Employment 
2.4 
1.6 
0.9 
2.1 
3.1 
2.9 
2.3 
0.9 
2.2 
2.2 
2.1 
1 
2.5 
1.8 
2 
2.4 
1. Growth in NSDP has been estimated as the Exponential growth rate at 1980-81 . 
2. Growth in employment ha sbeen prices estimated as CAGR in the persons 
employed in the age group 15 year sand above on the usual principal and 
subsidiary status. 
Source: 
1. Calculated from Economic and Political Weekly Research Foundtion (EPWRF) 
(2002). Domestic Product of States of India 1960-61 to 2000-01. 
2. 
situations in India. 
The 38"" & 50"" Rounds of the NSSO on Employment and Unemployment 
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Table- 3.20 
Compound Annual Growth rates in NSDP and Employment during 
pre-globalization period (1983-84 to 1993-94) 
States 
Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Haryana 
Himachal Pradesh 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil nadu 
Uttar Pradesh 
West Bengal 
All India 
Growth rates (%) 
NSDP 
5.1 
2.1 
3.9 
6.2 
5.4 
6.4 
7.7 
4.8 
4.7 
5.4 
2.8 
4.6 
8.2 
6.1 
4.0 
7.0 
6.3 
Employment 
1.1 
2.5 
2.5 
2.1 
0.6 
1.4 
1.6 
1.6 
1.8 
1.0 
1.3 
2.6 
1.5 
0.8 
1.7 
1.1 
1.6 
Note 
Growth in NSDP has been estimated as the Exponential growth rate 
at 1993-94 prices. 
Growth in employment has been prices estimated as CAGR in the 
persons employed in the age group 15 year sand above on the usual 
principal and subsidiary status. 
Source: 
1. Calculated from Economic and Political Weekly Research Foundtion 
(EPWRF) (2002). Domestic Product of States of India 1960-61 to 
2000-01. 
2. The 50"" & the 55* Rounds of the NSSO on Employment and 
Unemployment situations in India. 
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Table 3.19 and Table 3.20 give the annual rates of growth of NSDP 
and of employment in the sixteen states of India considered here for the pre 
and the post-reform period respectively. 
It can be seen from the tables that at the all India level while growth 
of ND'SP was much more in the post globalization period in comparison to 
the pre-reform one, the growth of employment was much less. The picture 
of pre-globalization period is more favourable. In the post globalization 
period with better linkages and technological advancement, only eight 
states out of sixteen showed improved growth rate of NSDP. And the 
Employment picture is more desperating. Four out of sixteen states showed 
improved employment growth rate in the post globalization period including 
Assam, Bihar, Kerala and Punjab. Rest of the states showed deceleration in 
the growth rate as it was in pre-globalization period . The tables clearly 
indicate that there are considerable inter-state variations in this regard. In 
order to have a better picture of this, the co-efficient of correlation between 
the rates of growth of NSDP and of Employment was worked out for the pre 
and the post globalization period respectively. The value for this for the pre-
refonn period is positive and is significant, the value being 0.49. But for the 
post globalization period, the value becomes negative and is -0.39, which is 
however not significant. 
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3.4 Globalization, Employment and Regional Differences in India. 
In 1991 the Indian economy underwent a major breakthrough in terms 
of globalization through an economic reforms package. The effect of such 
reforms in India is a well debated topic and we have very strong arguments 
both in support of and against it. The employment scenario in various 
activities among different states is discussed here. 
3.4.1 Regional Inequalities among states and Rural Employment in 
India: 
There has been a large regional variation among states in respect of 
the composition of rural work force structure both according to sex and 
broad group of industries. Moreover, we find a wide inter-state variation in 
the growth of non form employment over the period before and after 
globalization in the proportion of male and female workers employed in 
different types of activities. 
Table 3.21 present the share of different group of industries in rural 
employment across states during the period 1987-88 to 2004-05. It is also 
shown in the table that over a span of 18 years, the share of Agriculture 
(Farm) in rural employment in seventeen states has declined marginally at 
the aggregate level. 
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3.4.1.1 Regional inequalities among states and male-employment 
in Rural Area. 
The proportion of rural male workers employed in agriculture (Farm) 
and non-farm activities differ between the states in varying degrees over the 
period. Table 3.22 reveals that Madhya Pradesh, Bihar and Kamataka 
scored the top most positions in the distribution of employment in the farm 
sector in all the three time periods including 1987-88, 1993-94 and in 2004-
05, where Kerela and Jammu and Kashmir were at the bottom .In the same 
periods. Tamil Nadu was the star performer in the manufacturing sector. In 
Bihar, Madhya Pradesh and Assam the proportion of rural male work force 
engaged in manufacturing remains very low, holding 15"^ , 16* and 17* rank 
among seventeen states in India. In the Trade sector, Kerela, Assam, West 
Bengal and Haryana maintained their ranks among top four with Kerela 
always being at Rank 1 and Haryana holding Rank 4, Madhya Pradesh & 
Rajasthan were among the lowest share holders in the distribution of male 
employment in rural areas. Further, it is found that in Jammu and Kashmir , 
Kerela and Himachal Pradesh the proportion of rural workforce in service 
sector is large, holding among top four positions in the all three periods of 
study. Other sector including utilities (Electricity, gas and water supply), 
constmction, transport communication etc. there was a gap between states 
having higher proportion of male employment in rural areas including 
Himachal Pradesh, Kerala, Rajasthan etc. and states with lower proportion 
including MP, Assam Bihar etc. Thus, we find a wide inter-state variation in 
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the proportion of male workers employed in different types of activities 
within the farm and non farm sectors during the period 1987-88 to 2004-05. 
Table 3.22 
Ranking of the states in the distribution of employment of Male Work 
Force in Rural Areas in India 
Industry 
Farm 
Manufacturing 
Trade 
Services 
Others 
Ranks 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
1987-88 
MP 
Bihar 
Kamataka 
UP 
Kerela 
Gujarat 
J&K 
TN 
TN 
Haryana 
Kerela 
Gujarat 
Kamataka 
Bihar 
MP 
Assam 
Kerela 
Assam 
WB 
Haryana 
Rajasthan 
Maharashtra 
Kamataka 
MP 
J&K 
Kerela 
HP 
Assam 
Gujarat 
MP 
Bihar 
Kamataka 
Gujarat 
Raj 
J&K 
1993-94 
MP 
Bihar 
Kamataka 
Orissa 
HP 
Haryana 
J&K 
Kerela 
TN 
Gujarat 
WB 
Kerela 
Kamataka 
Bihar 
MP 
Assam 
Kerela 
WB 
Assam 
Haryana 
J&K 
Gujarat 
Rajasthan 
MP 
Haryana 
J&K 
HP 
Kerela 
Gujarat 
Orissa 
Bihar 
MP 
HP 
J&K 
Kerela 
2004-05 
MP 
Kamataka 
Bihar 
Maharashtra 
J&K 
Haryana 
HP 
Kerela 
TN 
Kerela 
Punjab 
WB 
Gujarat 
Bihar 
MP 
Assam 
Kerela 
Assam 
WB 
Haryana 
Rajasthan 
Maharashtra 
Kamataka 
MP 
Assam 
J&K 
Kerela 
HP 
Rajasthan 
Bihar 
Kamataka 
MP 
HP 
Kerela 
Punjab 
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4 
14 
15 
16 
17 
Kerela 
Bihar 
Assam 
UP 
MP 
Rajasthan 
Kamataka 
MP 
Bihar 
Assam 
Rajasthan 
Bihar 
MP 
Kamataka 
Assam 
Note : Andhra Pradesh, J& K Jammu & Kashmir, HP Himachal Pradesh , 
MP-Madhya Pradesh, TN-Tamil Nadhu, UP- Uttar Pradesh 
and WB- West Bengal. 
Source : Calculated. 
3.4.1.2 Regional inequalities among states and Female-
employment in Rural Areas. 
As in the case of rural male employment, female employment in also 
characterized by wide disparities in the distribution of female workers 
employed in different types of activities in farm and non-farm sector among 
states in India. 
Table 3.23 
Ranking of the states in the distribution of employment of Male Work 
Force in Rural Areas in India 
Industry 
Fann 
Manufacturing 
Ranks 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
4 
14 
15 
16 
17 
1987-88 
HP 
J&K 
Haryana 
Punjab 
Kerela 
WB 
Gujarat 
TN 
J&K 
WB 
Kerela 
TN 
Rajathan 
Assam 
Maharashtra 
liP 
1999-00 
HP 
MP 
Maharashtra 
Rajasthan 
TN 
Punjab 
Kerela 
WB 
WB 
Kerela 
TN 
Kamataka 
Assam 
Haryana 
J&K 
HP 
2004-05 
HP 
HP 
Rajasthan 
Gujarat 
J&K 
WB 
Punjab 
Kerela 
WB 
Kerela 
TN 
Orissa 
Punjab 
Haryana 
Maharashtra 
HP 
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Trade 
Hotel! ing 
Services 
Others 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
4 
14 
15 
16 
17 
1 
2 
3 
4 
14 
15 
16 
17 
Kerela 
AP 
TN 
WB 
Assam 
HP 
J&K 
Rajasthan 
Punajb 
Kerela 
J&K 
WB 
Kamataka 
Rajasthan 
Maharashtra 
MP 
Gujarat 
Rajasthan 
Orissa 
TN 
UP 
Punjab 
J&K 
HP 
Kerala 
WB 
Orissa 
AP 
Rajasthan 
Gujarat 
HP 
J&K 
Punjab 
Kerela 
WB 
Assam 
Rajasthan 
HP 
Bihar 
MP 
Kerela 
Rajasthan 
WB 
J&K 
HP 
Bihar 
Assam 
UP 
Kerela 
AP 
TN 
WB 
Assam 
HP 
J&K 
Rajasthan 
Kerela 
WB 
Assam 
AP 
Rajasthan 
Kamataka 
HP 
MP 
Orissa 
Punjab 
Rajasthan 
Kerela 
Kamataka 
WB 
J&K 
Bihar 
Note : Andhra Pradesh, J& K Jammu & Kashmir, HP Himachal 
Pradesh , MP Madhya Pradesh, TN-Tamil Nadhu, UP Uttar 
Pradesh and WB West Bengal. 
Source : Calculated 
It is seen from this table that, the states with highest distribution in 
employment in the period 1987-88 maintained their ranks in the periods 
1999-00 and in 2004-05 in almost all the sectors. Also states with lower 
ranks, maintained them too. Thus, the gap has maintained in the farm sector, 
Himachal Pradesh , Maharashtra and Rajasthan were among the top rank 
holders in all the three periods of study, while West Bengal and Kerela were 
among the bottom four positions. Also in the Manufacturing sector, West 
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Bengal, Kerela and Tamil Nadu maintained their top most position in all the 
three periods and Himachal Pradesh maintaining 17"^  position among 17 
states in the same periods. In the Trade and Hotelling also, the states 
maintained their top most positions were Kerala, Andhra Pradesh and West 
Bengal and in service sector, Kerala and West Bengal. The states having 
lowest distribution in female employment in rural area in the service sector 
are Madhya Pradesh and Rajasthan. Madhya Pradesh in all the periods 
holding last position. Lastly, in other sector also we found almost the same 
pattern. Thus, the states with very slight or with no change in their ranks, do 
not help in reducing the gap between the states in the levels of employment 
distributions. 
3.4.2 Regional Inequalities among states and urban employment in 
India 
Urban sector was more work force in the service sector and female 
work participation rate in the Urban sector is much higher than that in the 
rural service sector. The increase in the employment of females in the urban 
sector is higher than in case of males. In fact, urbanization is the major 
factor in increasing employment in the service sector. Manufacturing sector 
also holds large share in the distribution employment. In short, non farm 
sector plays an important role in the distribution of employment of urban 
males and females in India. 
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Table 3.25 
Ranking of the states in 1 
in Urban Areas in India 
Farm 
Manufacturing 
Trade 
Service 
Others 
Ranks 
1 
2 
3 
15 
16 
17 
1 
2 
3 
15 
16 
17 
1 
2 
3 
15 
16 
17 
1 
2 
3 
15 
16 
17 
1 
2 
3 
15 
16 
17 
the distribution of employment of Work Force 
Males 
1993-94 
Kerela 
Orissa 
Kamataka 
Gujarat 
WB 
Assam 
Gujarat 
WB 
TN 
Assam 
J&K 
HP 
Assam 
Bihar 
UP 
WB 
Gujarat 
Kamataka 
HP 
J&K 
Orrisa 
Gujarat 
TN 
Kerela 
AP 
Rajasthan 
Kerela 
HP 
UP 
Punjab 
2004-05 
Bihar 
Kerela 
Orissa 
Gujarat 
WB 
HP 
Gujarat 
Haryana 
TN 
Kerela 
Bihar 
Assam 
Bihar 
Punjab 
Kamatak 
a 
WB 
J&K 
TN 
Assam 
MP 
Orissa 
Punjab 
Kerala 
Gujarat 
WB 
HP 
Kerela 
Gujarat 
Haryana 
Bihar 
Females 
1993-94 
HP 
Rajasthan 
AP 
Punjab 
WB 
Assam 
TN 
UP 
Kamataka 
Punjab 
J&K 
HP 
AP 
Bihar 
Maharashtra 
Assam 
Orissa 
Haryana 
Bihar 
Punjab 
J&K 
Rajasthan 
UP 
TN 
Haryana 
Bihar 
Orisssa 
UP 
Punjab 
J&K 
2004-05 
Bihar 
Rajasthan 
HP 
Punjab 
Assam 
WB 
J&K 
TN 
WB 
Orissa 
HP 
Assam 
AP 
TN 
Bihar 
HP 
Rajasthan 
Punjab 
Bihar 
Punjab 
Haryana 
Rajasthan 
UP 
TN 
HP 
Orissa 
Maharashtra 
WB 
J&K 
Bihar 
Note: Andhra Pradesh, J& K Jammu 
Pradesh , MP Madhya Pradesh, 
Pradesh and WB West Bengal. 
Source : Calculated 
& Kashmir, HP Himachal 
TN-Tamil Nadhu, UP Uttar 
From table 3.24 and 3.25, as in the rural employment, states had maintained 
their ranks in urban sector also. It is shown that female participation rate is 
high in all sectors except in Trade and Hotelling and in other sector 
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(Utilities, Construction, Transport, communication etc.). On the wliole tliere 
is a mixed picture of the employment in different components of non farm 
activities at the regional level. To have more clear picture at the regional 
level , the region specific intensive empirical studies on the changes in the 
structure of non -farm employment are necessary. 
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cutdSlegienal 
Jmquaiiim 3n Jndia 
4.1 Introduction 
In almost all under developed countries where per capita income is very 
low, income inequality has resulted in a number of evils, of which poverty is 
certainly the most serious one. When increasing degree of globalization has not been 
successful in reducing poverty in developing countries, solution has to be searched 
through other measures under the policies of Liberalization, Privatization and 
Globalization. There is a need for establishing institutions and organizations for 
successful development, not only at the national level but at the international level as 
well (Bawa, 2001). 
In India, even now in spite of all the development during the past five and 
a half decades, 34.3 per cent of the population was getting less than $ 1 a day in 
2004-05 (World Bank Report, 2008). This percentage of population was considered 
to be poor on an international criterion suggested by world Development Report. 
Most of the time this population suffered from extreme destitution. 
4.1.1 Concepts of Poverty 
Poverty is of the most important issue facing economic and social policy 
today. Many attempts have been made to classic the poor and analyse the causes of 
poverty. However, many unsolved puzzles remain due to the fact that poverty is multi 
dimensional in nature , having originated from a diverse range of conditions. In the 
early 1950's , when scientific pioneer works appeared on poverty it was first taken by 
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Rowntree (1941) and others, the poor were defined as families whose total earnings 
were insufficient to obtain the base essentials for survival. 
l^ownsend (1970) has suggested that 'need which are unmeant, can be 
defined satisfactorily only in relative terms to the society in which they are found'. 
However, he does not accept the distinction between 'absolute' and 'relative' poverty 
or between 'basic' and 'cultural' needs, because he argues that the 'needs which are 
believed to be basic or absolute can be shown to be relative'. Martin Rein (1970) 
argued that three broad concepts of poverty can be identified as subsistence, 
inequality and externality. The first is related to minimum provision resources needed 
to maintain health and working capacity while inequality is concerned with relative 
position of income groups to each other or simple inequalities in income and assets. 
The externality, on the other hand is concerned with social consequences of poverty 
for the rest of the society. 
Weddensbum, Dorothy (1974) stated that individuals, families and groups 
in the population can be said to be in poverty when they lack the resources to obtain 
the type of diets, participates in the activities and have the living conditions and 
amenities which are customary, or at least, widely encouraged or approved in the 
societies to which they belong. Their resources are so seriously below those 
commended by the average individual or family that they are, in effect, included from 
ordinary living patterns, custom and activities. 
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Bhatty (1974) explained that both absolute and relative poverty are 
closely aligned to inequality in income distribution. Kurian(1978) conceptualized 
poverty as the socio-economic phenomenon whereby the resources available to a 
society are used to satisfy the wants of the few while the many do not have even their 
basic needs met. 
Sriramamurti (1980) stated that poverty, in economic sense, is defined as 
'a state' where is an individual can not satisfy his minimum wants for healthy living 
in a given social environment: Poverty in this sense is both relative and absolute. 
Relative poverty shows that some have more of goods and services at their command 
than others. This is mainly a problem of insufficiency of basic necessities, reflected 
as severe scarcities for a healthy life. Mathur (1982) thinks that the basis of 
consumption standards is not much useful. According to him, the poor are those "who 
are outside the circle where gainful employment at subsistence level can be obtained 
with the most productive technique at optimum capacity intensity", these poor people 
are 'occupied' but not 'employed'. 
According to Marxist analysis, affluence and poverty are both the product 
of capitalist path of development. Poverty, indeed , in the carcass lift from wealth 
acquisition. In other words, poverty is the product of the capitalist mode of 
production, the aggregation of class contradiction in bourgeois society. The rapid 
growth of the proletariat (Sdobnikova, 1982), i.e., the poor than the owners to the 
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means of production. The poor's are powerless, and this according to Chambers 
(1983) leads to what is called, the "Poverty Trap" or "Syndrome of Poverty". Datt 
and Sundaram (1984) stated that, "poverty can be defined as a social phenomenon in 
which a section of the society is unable to fulfill even its basic necessities of life". 
Lipton (1984) has worked on 'poor and ultra poor' in which he has illustrated about 
the identification and measurement of the poor and ultra poor. Reddy (1987) explains 
that, 'Poverty attains pragmafic and relevant dimensions only within a relafive 
framework. Poverty is defined as a general lack of those goods and services believed 
necessar>' for an adequate standard of living'. 
Kar (1989) stated that, 'poverty, may extreme poverty not only expresses 
itself in the physical condition of the rural poor, but also in their attitude towards the 
rest of the society where they live'. Mizoguchi (1990) as detailed about the two types 
of povei-ty which absolute and relative. The former defines the poverty cut off point 
by certain absolute standards, according to which household is classified as poor 
when its family members fail to meet minimum daily dietary standards. The concept 
of relative poverty requires data on income distribution. Further, he defines the 
relative poverty definifion type-1, the number of the poor is constant whether the 
economy grows, while according to type 2, the number depends on what happens to 
income distributions. 
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4.1.2 Measurements of Poverty: Poverty is measured in two forms, namely 
Absolute poverty and Relative Poverty. 
4.1.2.1 Absolute Poverty: Measurement of income poverty requires the income 
distribution and the reference income called the poverty line income or pov-line. In 
measuring poverty three questions crop up: 
(i) How many persons have income less than the pov-line? It refers to poverty 
incidence. 
(ii) How intensely are persons affected by poverty? i.e. it refers to poverty intensity ; 
and 
(iii) Are poverty sufferings equally distributed? so it refers to poverty distribution. 
Measuring poverty help policy makers to target resources to reduce poverty and 
help them to access progress in reducing poverty. To study these three aspects of 
poverty incidence, short fall and severity different measures of poverty are used. 
Considering an economy having N persons whose incomes are arranged in non-
decreasing order as Yi < Y2 <-—< YN, suppose, Yi < Y*, i=l,2,3 = n, where, 
Y* is poverty income. Then, 
n H C R = - (/) 
gry*-yi (ii) 
lp-^,t^ («V) 
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Where 0 < HCR <1 and 0 < gi < y*, HCR is the Headcount Ratio which measures 
incidence of poverty. It indicates proportion of population under 'below poverty line'. 
However, it makes no distinction within the broad category' of poor. It ignores how 
poor the poor are? It remains unchanged when poor becomes' poorer or move upward 
on income ladder, gi is the poverty gap of the i"^  poor and Ip, the intensity of poverty. 
HCR and Ip are pure numbers. Ip is the normalized average poverty gap, called the 
poverty gap Ratio (Sen, 1976; Clark, Hemming and Ulph, 1981). 
Define [ip=Y,—J,<Y* 
Then,Ip = I-(^p/y*)=f(^p,Y*) 
Alternative normalization by watts (1968) yields the poverty gap index: 
n 
PGI considers both the aspects of incidence and intensity subsequently. Sen (1976) 
derived another measure of poverty of combining HCR, Ip and Gini Co-efficient (Gp) 
a s -
SPG = HCR[Ip+(l-Ip)Gp] = 0(^ip, Gp, Y*) 
0<SPG < 1, SPG is the squared Gap poverty. It measures severity of poverty. It 
assigns specific rank order to individual according to the extent of poverty Sen's 
Modified Index takes into consideration income inequality among poor. In this 
method, lower is the value closer is the distribution to the poverty line. In this 
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method, each poor person is weighted by the sequence of his proportionate shortfall 
below the poverty line indicating how poor he is? 
Foster, Greer and Thorbecke (1984) have used the Co-efficient of variation as a 
measure of variation as a measure of inequality and defined the severity index : 
FGT^=HCR[ll+{\-I^fCVl\^f{lJ^,a\,y*) 
0 <FGTp <n. 
All these indicators would yield different estimates since they capture different 
dimensions of poverty in different ways. 
4.1.2.2 Relative poverty: 
Inter-personal shortages of income are not accounted in absolute poverty. 
The feeling of resentment arising from inter personal shortage of income regarded as 
relative poverty, is judged by the income gap in each pair of persons. In every pair of 
person one is subject to deprivation relative to the other. 
The average relative deprivation of the poor group (Yitzhaki, 1979) 
consisting of n persons: 
Where, |ip= Average income of the poor, and 
Gp= Gini co-efficient of the income distribution of the poor 
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4.2 State-level changes and poverty in India 
In India, various estimates about poverty has been made by National 
Sample Survey Organization on the basis of Consumer Expenditure 
(NSSO).Thiough various measure attempt is made to show the trends in inequality in 
poverty levels. 
4.2.1 Trends in incidence of poverty 
India's achievements in reducing poverty at the national level during the period 
1973-74 to 2004-05. Poverty has decline in all states with substantial differences 
across states. The period 1973-74 to 1993-94 is defined as pre globalization period 
whereas from 1993-94 to 2004-05 is post global era. Several economists like P.O. 
Ojha, De Costa, V.M. Dandekar and Nilkantha Rath, B.S. Minhas, L.R. Jain, S.D. 
Tendulkar, P.K. Bardhan, Montek Singh Ahluwalia, Gaurav Datta and Martin 
Ravallion, A. Dubey and S. Gangopadhyay, etc. and institutions like world Bank, 
Finance Commission and the Planning Commission have estimated the incidence of 
poverty in India. Table 4.1 depicts the percentage share and number of poor below 
poverty line during the period 1973-2005. 
Table 4.1 shows that in 1973-74, a very significant proportion of populadon 
was under below poverty line, even it was more than 50 per cent where 56.4% rural 
population was below poverty line. The absolute number of poors during the same 
period was 321.3 million. In both rural and urban areas , there is improvement in 
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poverty conditions by reduction in poverty ratios. It declined to 51.3 per cent in 1977-
78 and reached to 44.5 per cent in 1983, and 38.9 per cent in 1987-88. The massive 
reduction in the incidence of poverty between 1983 and 1987-88, as reported by 
planning commission in 1990 is largely a consequence of the peculiar statistical 
artifacts used by it and the extent of real reduction of poverty incidence is indeed 
rather small (Minhas,1991) . The declining trend still continued in the post global 
period, where all India poverty ratio came to 21.8 percent in 2004-05. The rural 
poverty ratio also reduced from 39.1 percent in 1987-88 21.3 percent in 2004-05. The 
Urban poveirty ratio showed the similar declining trend. It declined to 21.8 percent 
from 38.2 percent during the same period. During 1993-94 to 1999-00, the fall in 
poverty ratio is maximum which 9.9 per cent change in combined poverty ratio. It 
can also be found during this period that both rural povert}' ratio and urban poverty 
ratio has shown the maximum change in terms of fall in poverty ratio. Also, in terms 
of absolute number of poor's, the situation has improved in the rural areas, but in case 
of urban areas it has increased slightly. In the overall picture the curve moved 
favourably downward showing declining trend in the number of poors which is 
shown in the figure as 
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Figure: 4.1 
Our concern on poverty trends is whether the extent on decHne is higher 
or lower in the post globalization period. Table 4.2 shows the scene of very poor in 
rural and urban areas. The very poor are those who are below 75 per cent of the 
poverty lines. The poverty ratios and rates of change in Table 4.3 shows that total 
(rural and urban) poverty declined by 8.9 per cent in the pre globalization period and 
7.8 percentage points in the post global period. The total poverty declined at the rate 
of 0.85 percentage points per annum in the pre globalization period, while the 
corresponding figure for the post globalization period was C'.70 percentage points per 
annum. 
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Table -4.2 
Percentage and number of very poor in Rural and Urban areas 
Absolute number of 
very poor(in 
millions) 
Rural 
Urban 
Total 
Share of very poor 
to total poor (%) 
Rural 
Urban 
Total 
Percentage of very 
poor to total 
population (%) 
Rural 
Urban 
Total 
1993 
140.57 
38.39 
178.96 
55.8 
53.1 
55.2 
25.52 
22.45 
24.79 
1993-94 
102.03 
38,02 
140.05 
41.3 
49.1 
43.2 
15.38 
16.00 
15.54 
2004-05 
76.20 
38.42 
115.12 
33.1 
46.1 
36.5 
9.64 
12.00 
10.32 
Source : Estimated from published data of NSS 43"*, 50"' and 61^' round of consumer 
expenditure surveys. For 1983: Sarvekshana Vol.13, No.2, October-December 1989; 
for 1993-94, NSSO Report 402, May 1996, for 2004-05, NSSO Report 508, Dec.2006. 
Note: This table is based on survey of 30 days Uniform Reference Period. 
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Percentage of very poor to total population 
Urban 
Region 
Total 
tJ 2004-05 
B 1993-94 
y 1983 
"—r 
Figure 4.2 
From table 4.2 and figure 4.2, it is shown ttiat in case of the very poor 
category, the ratio declined from 24.8 per cent in 1983 to 15.5 per cent in 1998-94 
and further to 10.3 per cent in 2004-05. The per annum changes normalized by the 
base year shows that the rate of change was more or less similar in both the pre and 
post globalization periods marginally lower in latter period. 
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Table -4.3 
Changes in poverty in rural and urban areas 
Rural 
Poor 
Very poor 
Urban 
Poor 
Very poor 
All 
Poor 
Very poor 
Changes in poverty (Percentage 
points per annum) 
1983-94 
-0.81 
-0.97 
-0.92 
-0.61 
-0.85 
-0.88 
1993-05 
-0.73 
-0.52 
-0.59 
-0.36 
-0.70 
-0.48 
Change in poverty (per annum 
as percentage of base year) 
1983-94 
-1.77 
-3.80 
-2.18 
-2.72 
-1.89 
-3.55 
1993-05 
-1.97 
-3.38 
-1.81 
-2.25 
-1.94 
-3.09 
Source: Estimated from published data of NSS 43'^ 50'*" and 61" round of consumer 
expenditure surveys. For 1983: Sarvekshana Vol.13, No.2, October-December 
1989; for 1993-94, NSSO Report 402, May 1996, for 2004-05, NSSO Report 
508, Dec.2006. 
Note: Based on Surveys of 30 days uniform reference period 
There are, however, differences between rural and urban areas regarding 
trends in poverty at all India level. The percentage points per annum reduction in 
rural areas were slightly lower in the post globalization period. On the other 
hand, the percentage point decline in urban areas was much smaller in the period 
1993-95 as compared to 1983-94. As compared to rural areas, the rate of decline 
in urban areas was higher in the pre-globalisation and lower in the post global 
period. 
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4.2.2 Incidence of Poverty across states in pre- and post Globalization period 
Our country is a home to the largest number of hungry people in the world. 
According to a study conducted by the planning commission a food shortage to the 
tune of 60 million tones is going to prevail even in 2021 (Davar, Parvez 1999) , 
India's economic development has simply by passed the multitudes of the poor, doing 
little to relief their misery. The Indian states has not been able to provide even the 
basics to its people after more than half a century of independence existed as a 
sovereign democratic state reflects poorly on planners and policy makers. 
Brining down the regional economic inequalities has been a major goal of 
economic planning but the chasm between the rich and the poor states is persisting 
and actually widening in many respects. These disparities have direct bearing upon 
the incidence of poverty. Though various measures were taken through the 
implementation of different poverty alleviation programmes to eradicate the 
incidence of poverty. Some degree of success has also been attained, yet we failed to 
get the desired result. Still a large number of the people are living below the poverty 
line and a high degree of inter-state differentials persists among the states. 
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Table -4.4 
Population below poverty line by states & UTs : 1973-74 to 2004-05. 
(in per cent) 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
States /UTs 
Andhra Pradesh 
Arunachal 
Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal 
Pradesh 
Jammu & 
Kashmir 
Kamataka 
Kerala 
Madhya 
Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
V/est Bengal 
A&N Islands 
Chandigarh 
Dadar & Nagar 
Flaveli 
Delhi 
Lakshadweep 
Pondicherry 
All India 
1983 
28.91 
40.88 
40.47 
62.22 
18.90 
32.79 
21.37 
16.40 
24.24 
38.24 
40.42 
49.78 
43.44 
37.02 
38.81 
36.00 
39.25 
65.29 
16.18 
34.46 
39.71 
51.66 
40.03 
47.07 
54.07 
52.13 
23.79 
15.67 
26.22 
42.36 
50.06 
44.48 
1983-88 
25.86 
36.22 
36.21 
52.13 
24.52 
31.54 
16.64 
15.45 
23.82 
37.53 
31.79 
43.07 
40.41 
31.35 
33.92 
27.52 
34.43 
55.58 
13.20 
35.12 
36.06 
43.39 
35.23 
41.46 
44.72 
43.89 
14.67 
67.11 
12.41 
34.95 
41.46 
38.97 
1983-94 
22.19 
39.35 
40.86 
54.96 
14.92 
24.21 
25.05 
28.44 
25.17 
33.16 
25.43 
42.52 
36.86 
33.78 
37.92 
25.66 
37.92 
48.56 
11.77 
27.41 
41.43 
35.03 
39.01 
40.85 
35.66 
34.47 
11.35 
50.84 
14.69 
25.04 
37.40 
35.97 
1999-
00 
15.77 
33.47 
36.07 
42.60 
4.40 
14.07 
8.74 
7.63 
3.48 
20.04 
12.72 
37.43 
25.02 
28.54 
33.87 
19.47 
32.67 
47.15 
6.16 
15.28 
36.55 
21.12 
34.44 
31.15 
27.02 
20.99 
5.75 
17.14 
8.23 
15.60 
21.67 
26.10 
2004-05 
15.8 
17.6 
19.7 
41.4 
13.8 
16.8 
14.0 
10.0 
5.4 
25.0 
15.0 
38.3 
30.7 
17.3 
18.5 
12.6 
19.0 
46.4 
8.4 
22.1 
20.1 
22.5 
18.9 
22.8 
24.7 
22.6 
7.1 
33.2 
14.7 
16.0 
22.4 
27.5 
Source : Planning commission & NSSO Data, 61^' Round. 
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Table 4.4 depicts a secular decline by all the states in the poverty ratios 
during the entire period. The combined poverty ratio of the backward states during 
the period 1983 to 1993-94, gradually declined to 48. 56 percent from 65.29 percent 
and further to 46.4 percent in 2004-05, in Orissa, 54.96 per cent from 62.22 percent 
and further to 41.4 percent in Bihar. The states where the poverty ratios declined 
significantly are Kerala, Jammu and Kashmir, Goa, Lakshadweep, Delhi, Andhra 
Pradesh, Gujarat, Tamil Nadu, Kamataka, West Bengal and Andaman and Nicobar 
Island. The states like Kerala, West Bengal, Tamil Nadu and Uttar Pradesh have 
produced encouraging results and states like Punjab , Haryana Goa and Himachal 
Pradesh witnessed a very low poverty ratios during the entire period . 
4.2.3 Shane of poor and very poor across major states 
It has been estimated that slightly more than half of the population in India at the 
time of independence in 1947 remained poor. World Bank estimates put it around 53 
per cent in the early fifties. With the beginning of planning in the country in 1951, it 
was presumed that with the rise in GNP poverty level would decline and all states and 
UT's would be able to improve their poverty ratios. But plans performance could 
never achieve the target. 
Wide variations in poverty levels in evinced when we make state wise analysis. 
Though, all states are showing improvement in their poverty ratios over time but it is 
152 
seen that the disparities in developed and backward states is widening in the post 
global period. 
Rural poverty has been getting concentrated in four states, Bihar, Madhya 
Pradesh, Orissa and Uttar Pradesh. Table 4.5 shows that during 1983 these states 
accounted for nearly half of the Indian poor in rural areas. By 2004-05, their share 
increased to 61%. North-western states (Punjab, Haryana, Himachal Pradesh and 
Jammu and Kashmir) made substantial progress in poverty reduction even by the 
early 1980s and their combined share in All India poor was 2.7 percent in 1983, 
which fiirther declined to 2.2 per cent in 2004-05. These states have also 
comparatively low rural -urban disparity in per capita expenditure. Further, they have 
higher v/age rate for workers engaged in agricultural operations and lower gender 
disparity in wage rate. Contrary to expectations, the highest per capita income state of 
Maharashtra has disproportionately larger share in poverty, which increased from 9 
per cent in 1983 to 9.7 per cent in 1993 and further to 10.4 per cent in 2004-05. 
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It has high rural urban total income/expenditure disparity low wage rate for workers 
engaged in agricultural operations and higher gender disparity in wage rate. 
The table 4.6 shov/s that the percentage of very poor is higher than the all India 
figure in Bihar, Madhya Pradesh, Maharashtra, Orissa, Tamil Nadu and Uttar 
Pradesh. The level for very poor in Orissa was two and a half times higher than that 
of the India figure. Similar to the category of poor, the poverty of very poor is 
concentrated in few states. The share of five states (Bihar, MP, Maharashtra, Orissa 
and Uttar Pradesh) in the total very poor increased from 57.5 percent in 1983 to 66.8 
per cent in 1993-94 and to 70.6 per cent in2004-05. Similarly, the share of eight 
states, viz Bihar, Kamataka, MP, Maharashtra, Orissa, Rajasthan, Tamil Nadu and 
West Bengal for the very poor in urban rose from 75 percent in 1983 to 78 per cent in 
1993-94 and to 85 per cent in 2004-05. The table clearly reveals that the incidence of 
poverty in different states has declined considerably, but there is an evidence of high 
degree of poverty differentials between backward states and developed states leading 
towards mounting regional disparities. 
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4.3 Trends in inequality and poverty in India in the pre and post Globalization 
period 
There has been a plethora of studies on the estimates of poverty and inequality in 
both the rural and urban people in India and her states. Most of the studies have used 
income based measure of poverty (Sen 1996, 2000; Suryanarayana, 2000; Jha, 2000; 
Sundaram, 2000; Sundaram and Tendulkar, 2000; Tendulkar and Jain, 1995, etc. ) 
while there are few studies, which have used calorie-based measures of poverty 
(Meenakshi and Vishwanathan, 2003; Dreze and Sen, 2001; etc.) However, there is 
no consensus regarding the true incidence of rural poverty both before and after the 
structural adjustment programmes (SAP), albeit almost all the studies on poverty are 
based on NSS data on consumption expenditure. 
As far as the nature and dimension of rural poverty is concerned, the proportions of 
rural population lying below the poverty line have indeed declined in varying degrees 
in almost all the states and also at national level (Planning commission, 2002). The 
rural poor, which accounted for about three forth of the country's poor, has increased 
in number from 182 million in 1956-57 to 261 million in 1973-74. There was a 
substantial increase in the drought years and the absolute number increased by 34 
million. The failure to reduce the magnitude of poverty could be attributed to the poor 
performance of agricultural growth . Agricultural production per rural person, 
agricultural wages, and food price inflation were found to be the major factors 
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underlying the variations in the percentage of rural poverty (Ahluwalia 1978). The 
trend in rural growth rate depends on whether we include or exclude the SS'*" or 56**" 
rounds of NSSO. The exclusions of both the rounds shows substantial slow down in 
the rate of decline in the percentage of rural population living in poverty during 1990-
2001 (Radhakrishna and Ravi 2004). The decline in the percentage of state's 
population in rural areas living in poverty ranged between 12-50 percentage points 
for rural areas. The interstate variation in rural poverty reduction during 1957-90 
were attributed to the variations in their agricultural productivity improvement (Datt 
and Ravallion, 1997). The percentage share of backward states such as Bihar, Orissa, 
Madhya Pradesh and Uttar Pradesh in rural poor rose from 53 in 1993-94 to 61 in 
1999, whereas the share of agriculturally prosperous North-Western states such as 
Punjab, Haryana and Himachal Pradesh declined from 3.03 to 1.26 % and that of 
southern states from 15.12 to 11.23 per cent (Radhakrishna and Ray 2004). 
Table 4.7 presents the poverty ratio, poverty gap ratio, square poverty 
ratio and a measure of inequality, Lorenz ratio. The incidence of poverty is positively 
associated with the extent of inequality in consumption distribution. The inequality in 
consumption distribution may be quantitatively expressed by Lorenz Ratio. The 
estimate of Lorenz ratio though may be able to indicate the extent of inequality in the 
distribution of per capita consumption of the entire population, fails to measure the 
extent of inequality that exists for the people below the poverty line. 
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All the three measures show similar trend a reduction in the incidence of 
poverty over the period 1983 to 2004-05 in both rural and urban areas. The trends as 
well as fluctuations are similar between rural and urban areas although they differ in 
magnitudes. Clearly, the decline in severity of poverty is faster than the extent or 
depth of poverty, which in turn is faster than the extent of poverty. However, India's 
performance in the reduction of absolute number of poor leaves much to be desired. 
The Lorenz ratio of the consumption distribution for the states has been estimated for 
the years, 1983, 1987 -88, 1993-94 and 2004-05 .The Lorenz ratio can also be 
depicted clearly with the help of a graph as: 
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In Urban areas, the Lorenz ratio at all India level in found to increase 
from 0.33027 in 1983 to 0.35369 in 1987-88. In decline to 0.3394 in 1993-94, but 
further increased to 0.376 in 2004-05. In rural areas, the inequality in consumption 
distribution in 1983 is characterized by lesser inter-state disparity. During the period, 
1983 to 1987-88, there is a marginal increase of 0.00067 in equality in the Lorenz 
ratio. It slightly felled in 1993-94 but the inequality has increase in the year 2004-05 
in term of Lorenz Ratio. Thus, it is seen the poverty ratios and inequality is more or 
less same in both pre and post Globalization period. 
4.3.1 Trends in poverty line by Major states: 
The expert group on estimation of proportion and number of poor has 
worked out state wise poverty lines after taking into account the inter-state disparity 
in the cost of living. The expert group decided to accept the minimum living standard 
set out by the task Force in 1979 in order to defined poverty line normatively. 
'^ rhe expert group applied the National level energy norm of the task force 
and standardized consumption basket corresponding to this norm uniformly for all the 
states. The poverty lines corresponding to the minimum calorie requirement of 2100 
per capita per day in urban areas and calorie 2400 per capita per day in rural areas 
with reference to the consumption pattern as obtained in 1973-74 an estimated by the 
Task Force as monthly per capita consumption expenditure of Rs. 49.09 in rural areas 
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and Rs.56.64 in urban areas were adopted by the expert group as the bench-mark 
point for estimation of state wise poverty. 
The state specific poverty lines estimated by the expert group reflect the inter-
state price differential and are indicative of the inter-state disparities in the cost of 
consumption basket of the poor. The poverty line in Rural Area is given in Table 4.8. 
Table -4.8 
Poverty line in Rural Area 
S.No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
States 
Andhra Pradesh 
Assam 
Bihar 
Delhi 
Goa 
Gujrat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Karnataka 
Kerela 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
1983-84 
72.66 
98.32 
97.48 
88.57 
88.24 
83.29 
88.57 
88.57 
91.75 
83.31 
99.35 
83.59 
88.25 
106.28 
88.57 
1993-94 
163.02 
232.05 
212.16 
233.79 
194.94 
202.11 
233.79 
233.79 
* 
186.63 
243.84 
193.10 
194.94 
194.03 
233.79 
(in Rupees) 
2004-05 
292.95 
387.64 
354.36 
410.38 
362.25 
353.93 
414.76 
394.28 
391.26 
324.17 
430.12 
327.78 
362.25 
325.79 
410.38 
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16 
17 
18 
19 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
India 
80.24 
96.15 
83.85 
105.55 
89.50 
215.89 
196.53 
213.01 
220.74 
205.84 
374.57 
351.86 
365.84 
882.82 
410.38 
Note: The poverty line (implicit) at A 1-lndia level is worked out from the expenditure class 
wise distribution of persons and the poverty ratio at all India level. The poverty ratio at 
All-India level is obtained as the weighted average of the state wise poverty ratio. 
*In the expert group, poverty ratios for rest of the states & UTS have not been calculated 
separately but ha been adopted from those of other states. 
1. Poverty ratio of Assam is used for Sikkim, Arunachai Pradesh, Meghalaya , Nizoram, 
Manipur, Nazgaland and Tripurs. 
2. Poverty ratios of Tamil Nadu is used for Pondicherry and Andaman & Nicobar Islands. 
3.Poverty ratio of Kerala is used for Lakshdweep. 
4. Poventy ratio of Goa is used for Daman & Diu. 
5. Urban Poverty ratio of Punjab used for both rural and urban poverty of Chandigarh. 
6. In 1993-94 , poverty ratio of Himachal Pradesh is used for Jammu & Kashmir. 
7. Since poverty ratio is estimated from the consumption expenditure distribution and the 
poverty lines of these states may be equated to that o the state whose poverty ratio is adopted. 
Source : Compiled from the statistics released by Planning Commission, 2001 & Ministry of 
Agriculture, Govt, of India. 
The poverty line in 1983-84 range from a maximum of Rs. 106.28 in Orissa to a 
minimum of Rs.72.66 in Andhra Pradesh. The disparity in state-wise poverty line 
between the maximum and minimum is 46 per cent in 1983-84. The poverty line is 
minimum in case of Andhra Pradesh for all the three years. It is maximum in Kerala 
in 1993-94. The poverty line in Kamataka, Maharashtra, Madhya Pradesh, Orissa, 
Tamil Nadu and Goa, beside Andhra Pradesh are found to be relatively higher in 
1993-94. The disparity between the minimum and the maximum poverty line which 
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was 46 per cent in 1983-84, became 49.6 per cent in 1993 and 46.82 per cent in 2004-
05. 
The state -specific poverty line using inter-state price differentials in urban 
areas in presented in Table 4.9. 
Table -4.9 
Poverty line in Urban Area 
S.No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
States 
Andhra Pradesh 
Assam 
Bihar 
Delhi 
Goa 
Gujrat 
Haryana 
Himachal Pradesh 
Jmmu & Kashmir 
Kamataka 
Kerela 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
1983-84 
106.43 
97.51 
111.80 
123.29 
126.47 
123.22 
~ 103.48 
102.26 
99.62 
120.19 
122.64 
122.82 
126.47 
124.81 
101.03 
1993-94 
278.142 
212.42 
238.49 
309.48 
328.56 
297.22 
258.23 
253.61 
* 
302.89 
280.54 
317.16 
328.56 
298.22 
253.61 
(in Rupees) 
2004-05 
542.89 
378.84 
435.00 
612.91 
665.90 
541.16 
504.49 
504.49 
553.77 
599.66 
559.39 
570.15 
665.90 
528.49 
665.90 
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16 
17 
18 
19 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
India 
113.55 
120.30 
110.23 
105.65 
115.65 
280.85 
296.63 
258.65 
247.53 
281.35 
528.49 
466.16 
559.63 
547.42 
483.26 
Note: The poverty line (implicit) at All-India level is worked out from the expenditure class 
vvise distribution of persons and the poverty ratio at all India level. The poverty ratio at 
All-India level is obtained as the weighted average of the state wise poverty ratio. 
*ln the expert group, poverty ratios for rest of the states & UTS have not been calculated 
separately but ha been adopted from those of other states. 
1. Poverty ratio of Assam is used for Sikkim, Arunachal Pradesh, Meghalaya , Nizoram, 
Manipur, Nazgaland and Tripurs. 
2. Poverty ratios of Tamil Nadu is used for Pondicherry and Andaman & Nicobar Islands. 
3.Poverty ratio of Kerala is used for Lakshdweep. 
4. Poverty ratio of Goa is used for Daman & Diu. 
5. Urban Poverty ratio of Punjab used for both rural and urban poverty of Chandigarh. 
6. In 1993-94 , poverty ratio of Himachal Pradesh is used for Jammu & Kashmir. 
7. Since poverty ratio is estimated from the consumption expenditure distribution and the 
poverty lines of these states may be equated to that o the state whose poverty ratio is adopted. 
Source : Compiled from the statistics released by Planning Commission, 2001 & Ministry of 
Agriculture, Govt, of India. 
The poverty line in 1983-84 is bound by a minimum of Rs.97 in Assam to 
a maximum of Rs. 126.47 in Maharashtra the minimum poverty line remained with 
Assam for all the three years, but the maximum poverty line for rest of the two years 
is Goa and Maharashtra. The minimum and maximum poverty line is found to differ 
by 29.7 per cent in 1983, increased to 54.67 per cent in 1993-94 and further rose 
significantly to 75.77 per cent . The inter-state disparities of the poverty lines 
measured in terms of co-efficient of variation is found to be 8.95 per cent in 1983, 
increased to 12.29 per cent in 1993-94 and which further increased to 13.83 per cent 
leading to increasing variations. 
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4.3.2 Poverty and inequality in post Globalization period as compared to pre -
globalization period. 
Poverty has been declining since the mid 1970s. However in the 1990s the 
widened rural - urban disparity contributed to differential performance in poverty 
reduction; urban poverty in the nineties declined at a very impressive rate. The state-
wise poverty inequality in terms of Headcount ratio, poverty gap (PG) and squared 
poverty gap (SPG) for rural & Urban areas is presented in table 4.10 and 4.11. 
It is clear from table 4.10 and 4.11 that poverty has declined during 1993-
94 and 2004-05, that is in the post globalization period in rural areas of all states as 
well as in most urban areas except Orissa and Uttaranchal. It can be seen from the 
tables that the rural poverty ratio has declined from 46.5 per cent in 1983 to 37.2 per 
cent in 1993-94 and further to 28.7 per cent in 2004-05, similarly, urban poverty is 
now placed at nearly 26 per cent in 2004-2005 against 33 per cent in 1993-94 and 44 
per cent in 1983. 
Considering, the sensitive measures of poverty such as the poverty gap 
and squared poverty gap which are indicators of depth and severity of poverty, 
respectively. On these two measures, Chhattisgarh and Orissa do worse in rural areas 
in 2004-05 than in 1993-94. In these states, poverty gap and squared poverty gap 
increased in 2004-05 compared to 1993-94, similarly in urban areas, poverty gap and 
squared poverty gap measures have increased in Orissa, Chhattisgarh and Haryana. 
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4.3.3 Changes in Gini Ratios and Rural Urban inequalities in Major states : 
The statistical data shows the increase of poverty and regional inequalities 
in these years of globalization compound growth rate in inequality as measured by 
Gini co-efficient is presented in table 4.12 and 4.13 for both rural and urban areas. 
Table-12 
Gini Ratio of Consumption Expenditure in Rural Areas 
States 
Andhra Pradesh 
Assam 
Bihar 
Gujrat 
Haryana 
Himachal Pradesh 
Jmmu & Kashmir 
Karnataka 
Kerela 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
India 
1983 
29.66 
20.15 
26.3! 
26.95 
28.53 
28.15 
22.86 
31.08 
32.02 
29.85 
29.09 
27.17 
29.31 
38.18 
39.23 
29.15 
30.15 
30.79 
Rural 
1993-94 
28.93 
17.92 
22.51 
24.04 
31.33 
28.43 
24.30 
26.97 
30.14 
27.97 
30.64 
24.66 
28.30 
26.52 
31.20 
28.13 
25.41 
28.55 
2004-05 
29.40 
19.94 
21.27 
27.15 
33.94 
30.99 
24.78 
26.54 
38.19 
27.68 
31.13 
28.50 
29.55 
25.06 
32.09 
29.00 
27.29 
30.45 
Compound Growth rate 
(percent per annum) 
1983-94 
-0.24 
-0.11 
-1.47 
-1.08 
0.90 
0.09 
0.58 
-1.34 
-0.57 
-0.62 
0.50 
-0.92 
-0.33 
-3.41 
-2.16 
-0.34 
-1.61 
-0.72 
1993-2005 
0.15 
0.98 
-0.51 
1.11 
0.73 
0.79 
0.18 
-0.15 
2.18 
-0.09 
-.14 
1.32 
0.39 
-0.51 
0.26 
0.28 
0.65 
0.59 
Source: Estimated from published data of NSS 43"',50"' 
expenditure surveys. For 1983: Sarvekshana, Vol. 13, 
94, NSSO Report 402, May 1996, for 2004-05, NSSO 
and 6P' rounds of consumer 
No.2, Oct-Dec. 1989, for 1993-
Report 508, December 2006. 
It is shown that inequality in terms of consumption expenditure either 
increased or the rate of decline was slower in almost all the states in the post 
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globalization period as compared to the pre globalization period. In ten out of 
thirteen states, inequality increased in rural areas between 1993-94 and 2004-05. 
Table -13 
Gini Ratio of Consumption Expenditure in Urban Areas 
States 
Andhra Pradesh 
Assam 
Bihar 
Gujrat 
Haryana 
Himachal Pradesh 
Jmmu & Kashmir 
Kamataka 
Kerela 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
India 
1983 
33.25 
26.36 
30.64 
28.58 
35.40 
37.83 
24.93 
34.46 
39.03 
30.27 
34.86 
29.24 
34.53 
33.76 
35.32 
31.78 
33.78 
34.06 
Rural 
1993-94 
32.31 
28.77 
31.08 
29.08 
28.32 
40.00 
28.83 
31.84 
34.29 
33.00 
35.69 
30.67 
28.02 
29.31 
34.74 
32.60 
33.77 
34.41 
2004-05 
37.43 
32.07 
32.12 
30.98 
36.37 
32.51 
25.18 
36.83 
40.96 
40.59 
37.77 
35.31 
40.17 
37.15 
35.84 
36.64 
38.33 
37.51 
Compound Growth rate 
(percent per annum) 
1983-94 
-0.27 
0.84 
0.14 
0.17 
-2.10 
1.88 
1.39 
-0.75 
-1.23 
0.83 
0.22 
0.46 
-1.97 
-1.34 
-0.16 
0.24 
0.00 
0.07 
J ^ 1 St _ 1 
1993-2005 
1.35 
0.99 
0.85 
0.58 
2.30 
-3.11 
-1.22 
1.33 
1.63 
1.90 
0.52 
1.29 
3.33 
2.18 
0.28 
1.07 
1.16 
0.81 
Source: Estimated from published data of NSS 43™,50' 
expenditure surveys. For 1983: Sarvekshana, Vol. 13, 
94, NSSO Report 402, May 1996, for 2004-05, NSSO 
No.2, Oct-Dec. 1989, for 1993-
Report 508, December 2006. 
The levels of inequality in terms of consumption expenditure are higher in 
urban than rural areas in all the states. The compound annual growth rate shows that 
inequality in urban areas increased significantly in fifteen states in the post 
globalization period as compared to the pre-global period. 
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Disparities in the growth rates of Monthly Per Capita Expenditure 
(MPCE) in rural and urban areas can be presented in table 4.1. 
Table -4.14 
Growth rates and rural urban differences in Monthly per capita expenditure 
Sates 
Andhra Pradesh 
Assam 
Bihar 
Gujrat 
Haryana 
Himachal 
Pradesh 
Jmmu & 
Kashmir 
Kamataka 
Kerela 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Ramil Nadu 
Uttar Pradesh 
West Bengal 
All 
Annual compound growth rate of MPCE 
Rural 
1983-94 
1.02 
-0.26 
0.62 
0.39 
0.01 
-1.02 
0.91 
0.21 
0.86 
0.72 
1.09 
2.02 
-0.31 
-0.54 
2.34 
0.36 
2.70 
0.83 
1994-05 
1.09 
2.00 
1.23 
1.02 
2.18 
2.51 
2.36 
0.43 
3.80 
0.26 
1.00 
0.72 
1.07 
0.49 
1.21 
1.03 
1.09 
1.16 
Urban 
1983-94 
0.02 
2.84 
1.61 
1.32 
0.12 
1.98 
2.92 
0.10 
1.71 
0.86 
0.90 
1.15 
0.88 
0.43 
1.04 
1.81 
1.68 
1.43 
1994-05 
2.49 
2.29 
1.57 
3.17 
2.03 
-0.07 
0.47 
1.90 
2.45 
3.17 
1.17 
0.40 
3.26 
1.51 
1.03 
1.60 
1.95 
1.94 
Percentage of rural 
MPCE to Urban 
MPCE 
1983 
63.61 
78.71 
69.10 
74.07 
82.25 
64.85 
83.73 
62.96 
87.05 
62.92 
50.66 
50.16 
96.44 
84.26 
58.90 
82.63 
53.36 
65.82 
1993-
94 
70.66 
56.29 
61.84 
66.78 
81.24 
46.94 
67.08 
63.66 
79.06 
61.76 
51.46 
54.60 
84.78 
75.90 
66.99 
70.40 
58.79 
61.44 
2004-
05 
60.74 
54.56 
59.61 
52.93 
82.60 
62.13 
82.34 
54.29 
91.34 
45.10 
50.51 
56.51 
66.94 
67.86 
68.27 
68.15 
53.58 
56.47 
Source : Estimated from the published data of NSS 43"*, 50'^  and 61'' round. 
There are significant variations in the growth rates of monthly per capita 
expenditure in the pre and post globalization period. The growth rates in MPCE were 
higher in 10 states in rural areas and 11 states in urban area in the post global period 
as compared to pre globalization period. 
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The growth rate in MPCE for poorer states Hke Orissa and Madhya 
Pradesh decHned in the post global period. 
One of the concerns in the post globalization period relates to the 
increasing widening disparities between rural and urban areas. Rural MPCE as per 
cent of urban MPCE declined from 66 per cent in 1983 to 61 per cent in 1993-94 and 
to 56 per cent in 2004-05, the all India level. This percentage declined in a majority 
of the states in 2004-05 as compared to 1993-94 and 1983. The levels in 2004-05 
show that the lowest and the highest percentages were recorded by Madhya Pradesh 
(45 per cent) Kerala (91 per cent) respectively. In states like Gujarat, Maharashtra 
and West Bengal this percentage was less than 55 per cent. 
4.4 Globalization, growth and incidence of poverty. 
The uhimate aim of economic growth must be the betterment of the living 
conditions of the poor. The economic growth that does not lead to sharp and 
sustained reductions in poverty may create more problems than it solves. The Indian 
economy has witnessed a series of reforms since early nineties, encompassing all 
major sectors which marks a steady break from the past policy regime. The public 
sector oriented import substitution development strategy, hitherto nurtured by the 
Indian phmning regime since 1951, was given up in favour of an open for all, 
privatized, liberalized and globalised economy with a export linked growth strategy 
as a result of which India could no more keep aloof from the rest of the world. 
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particularly if technological advances occurring elsewhere were to be assimilated and 
adopted to India's own production requirements since the introduction of 
globalization India has also introduced the process of stabilization and structural 
adjustments. 
With the emergence of globalization in 1991, the emphasis shifted 
towards the non-government sector governed by prince mechanism i.e. through 
market forces. But the question arises, whether this shift has any impact on poverty? 
Poverty in India declined from 44.48 per cent in 1983 to 35.97 per cent in 
1993-94. This decline was of 8.51 per cent with an annual average decline of 0.851 
percent. But during the post globalization period i.e. from 1993-94 to 2004-05, this 
decline was 8.47 percent with an annual average decline of 0.77 per cent. This is 
shown in Table 4.15. 
Table 4.15 
Growth and poverty ratios 
Year 
1983 
1993-94 
2004-05 
GDP at Factor Cost 
(Rs. Crore) 
471742 
781345 
1529408 
Poverty Ratios 
(%) 
44.48 
35.97 
27.50 
Source: Economic Survey, Government of India, various issues. 
Comparing both the periods, we can say that globalization had no positive 
impact on poverty reduction, rather the rate of poverty reduction declined after the 
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reforms, though the GDP has increased at a higher rate in the post Globalization 
period. The correlation between economic growth and poverty ratios is calculated at 
all India level from table 4.15. The correlation analysis shows that there is a strong 
negative correlation between GDP increase and increase in poverty ratios. This 
correlation is significant at 0.05 levels. Thus, it shows that economy is growing and 
poverty is declining. 
It is evident from the above discussion that after globalization, the Indian 
economy has moved to a higher growth trajectory path, but there is a strong 
viewpoint that growth has been uneven. In order to stud> regional variations, we 
study poverty ratios of individual states, as depicted in table -4.16. 
Table 4.16 
Changes in statewise poverty ratios in the pre and post Global era 
States /Uts 
Andhra 
Pradesh 
Arunachal 
Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
HP 
J&K 
Kamataka 
2004-
05 
15.8 
17.6 
19.7 
41.4 
13.8 
16.8 
14 
10 
5.4 
25 
1999-
00 
15.77 
33.47 
36.09 
42.6 
4.4 
4.07 
8.74 
7.63 
3.48 
20.04 
1993-
94 
22.19 
39.35 
40.86 
54.96 
14.92 
24.21 
25.05 
28.44 
25.17 
33.16 
1987-88 
25.86 
36.22 
36.21 
52.13 
24.52 
31.54 
16.64 
15.45 
23.82 
37.53 
198384 
28.9) 
40.88 
40.47 
62.22 
18.9 
32.79 
21.37 
16.4 
24.24 
38.24 
Averge 
annual 
changes 
in pre 
globaliz 
alien 
period 
6.72 
1.53 
0.39 
7.26 
3.98 
8.58 
3.68 
12.04 
0.93 
5.08 
Average 
annualchanges 
in post 
globalization on 
period 
0.58 
1.98 
1.92 
1.23 
0.10 
0.67 
1.00 
1.68 
1.80 
0.74 
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Kerala 
MP 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
UP 
WB 
Delhi 
A&N Island 
Pondicherry 
Sum 
Mean 
SD 
CV 
CV(%) 
Source : Ta 
15 
30.7 
17.3 
18.5 
12.6 
38.3 
19 
46.4 
8.4 
22.1 
20.1 
22.5 
18.9 
32.8 
24.7 
22.6 
14.7 
22.4 
ible 4.4 
12.72 
37.43 
25.02 
28.54 
33.87 
19.47 
32.67 
47.15 
6.16 
15.28 
36.55 
21.15 
34.44 
31.15 
27.02 
20.99 
8.23 
21.67 
645.77 
23.06 
and Ca 
25.43 
36.86 
33.78 
37.92 
25.66 
42.52 
37.92 
48.56 
11.77 
27.41 
41.43 
35.03 
39.01 
40.85 
35.66 
34.47 
14.69 
37.4 
culated 
31.79 
43.07 
40.41 
31.35 
33.92 
27.52 
34.43 
55.58 
13.2 
35.15 
36.06 
43.39 
35.23 
41.46 
44.72 
43.89 
12.47 
41.46 
945.02 
33.75071 
40.42 
49.78 
43.44 
37.02 
38.81 
36 
39.25 
65.29 
16.18 
34.46 
39.71 
51.66 
40.03 
47.07 
54.85 
26.22 
52.13 
50.06 
14.99 
12.92 
9.66 
0.90 
13.15 
6.52 
1.33 
16.73 
4.41 
7.05 
1.72 
16.63 
1.02 
6.22 
19.19 
8.25 
37.44 
12.66 
240.98 
8.61 
7.87 
0.91 
91.40 
0.95 
0.56 
1.50 
1.77 
1.19 
0.38 
1.72 
0.20 
0.31 
0.48 
1.94 
1.14 
1.83 
0.73 
1.00 
1.08 
0.00 
1.35 
29.83 
1.07 
0.613082 
0.575383 
57.53828 
State-wise poverty ratios of states /UTs for the period 1983, 1993-94 and for 2004-05 
is presented in table above. It also shows the annual changes in ratios in pre- and 
post-globalization period. In order to study the variations in changes in poverty ratio 
over time co-efficient of variation is used. It is seen from the study that the C V ' s for 
both pre and post globalization is 91.4 and 57.54 percent respectively. Thus, it is 
clear that there are more variations in pre globalization period as compared to post 
global era. Also analysis of variation is done at 95 per cent confidence level to study 
the subject more clearly. It is discussed here, not to serve the ultimate purpose of 
testing for the significance of the differences between two sample variances, rather its 
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purpose is to test for the significance of the differences among sample means. This is 
done by the mechanism of F-test, for testing for the significance of the differences 
between two variances, but the test is so designed that the variances being compared 
are different only if the mean under consideration are not homogenous. In this way, 
significant values of F indicate that the means are significantly different from one 
another. 
In order to study the pattern of poverty reduction in various states and UTs we 
study poverty ratios of Indian States/UTs. In table 4.16, period 1983, to 1993 is the 
pre globalization period while 1993 to 2004-05 is known to be post global era. The 
technique of analysis of variation is used separately for both the periods. The value of 
calculated F ratio for poverty ratios in pre globalization period is 0.42178 and the 
value of F critical is 19.49 . As the calculated value is less than table value, we accept 
the null hypothesis that there is no significant difference between the poverty ratios of 
different states. Similarly, the value of calculated F- ratio for poverty ratio in the post 
globalization period is calculated as 0.1057 as against F- critical, which is same as 
19.49. Thus, in that case also we accept the above null hypothesis. 
Now in order to study the pattern of growth of Individual states and Union 
territories, the net state domestic product can be used. In Table 17 the NSDP from 
1983 to 2004-05 is given. Also annual change in the pre-and post globalization in the 
NSDP is given. To study variation in NSDP, coefficient of variation is done. 
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Table 4.17 
Changes in NSDP at current prices in the Pre-and Post Globalization period. 
(Percentage) 
States /TJts 
Andhra 
Pradesh 
Arunachal 
Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
HP 
J&K 
Kamataka 
Kerala 
MP 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
UP 
WB 
Delhi 
A&N Island 
Pondicherry 
Sum 
Mean 
SD 
CV 
CV(%) 
2004-05 
188855 
2549 
47513 
66041 
10039 
155184 
85832 
20300 
20724 
136733 
95552 
93654 
332070 
4058 
5138 
218 
4980 
62497 
85761 
102376 
1356 
177222 
7648 
217577 
190245 
83861 
1382 
4512 
1993-94 
53494 
834 
16420 
25076 
1914 
42680 
21423 
4869 
6116 
39530 
27855 
35708 
102013 
1367 
1445 
677 
1372 
18026 
32652 
30930 
367 
54924 
1736 
77159 
51876 
19986 
462 
871 
1983-
84 
12242 
177 
5036 
7606 
448 
12288 
5080 
1330 
2145 
10041 
7814 
9415 
21636 
359 
335 
114 
243 
6117 
7652 
8810 
82 
12165 
544 
21478 
15064 
3901 
124 
289 
Averge annual 
changes in pre 
globalization period 
4125.2 
65.7 
1138.4 
1747 
146.6 
3039.2 
1634.3 
353.9 
397.1 
2948.9 
2004.1 
2629.3 
8037.7 
100.8 
111 
56.3 
112.9 
1190.9 
2500 
2212 
28.5 
4275.9 
119.2 
5568.1 
3681.2 
1608.5 
33.8 
58.2 
49924.7 
1783.025 
1989.227 
1.115647 
111.5647 
Average annual 
changes in post 
globalization on period 
12305.55 
155.9091 
2826.636 
3724.091 
738.6364 
10227.64 
5855.364 
14.2.818 
1328 
8836.636 
6154.273 
5267.818 
20914.27 
244.6364 
335.7273 
136.7273 
328 
4042.818 
4828.091 
6495.091 
89.90909 
11118 
537.4545 
12765.27 
12579 
5806.818 
83.63636 
331 
139459.8 
4980.708 
5119.606 
1.068042 
106.8042 
Source: CSO and Calculated 
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When an analysis of variance of NSDP of the various states /UTs is done, we go 
by the null hypothesis that there is no significant difference between the NSDP 
of various states from 1983 to 1993-94 for the pre-globalization period and from 
1994-95 to 2006-07 for post global era. The alternative hypothesis is that there is 
a significant difference between the NSDP of states and UTs over time. We 
check this hypothesis at 95% level of confidence. We find the calculated value 
of F-ratio for pre-globalization period as 0.1629 and for post globalization 
period, it is 0.2854. 
The F-critical or the table value is 2.21. Both the cases, calculated value is 
less than the critical value, thus we accept the null hypothesis that there is no 
significant differences in the net state domestic product of various states over the 
period. 
In order to gain a further insight into this phenomenon, a spaceman's 
Rank correlation analysis is to be done with state's economic growth measured 
by its net state domestic product and its respective poverty ratios for pre and 
post globalization period as presented in table 4.18 and table 4.19. 
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Table 4.18 
Ranking of States as per increase in NSDP and decrease in Poverty Ratios in the pre-
Globalization period 
States 
Andhra 
Pradesh 
Arunachal 
Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
HP 
J&K 
Kamataka 
Kerala 
MP 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
UP 
WB 
Delhi 
A&N Island 
Pondicherry 
1993-94 
(i) 
53494 
834 
16420 
25076 
1914 
42680 
21423 
4869 
6116 
39530 
27855 
35708 
102013 
1367 
1445 
677 
1372 
18026 
32652 
30930 
367 
54924 
1736 
77159 
51876 
19986 
462 
871 
NS 
1983-
84 
(ii) 
12242 
177 
5036 
7606 
448 
12288 
5080 
1330 
2145 
10041 
7814 
9415 
21636 
359 
335 
114 
243 
6117 
7652 
8810 
82 
12165 
544 
21478 
15064 
3901 
124 
289 
DP 
(i)-(ii) 
41252 
657 
11384 
17470 
1466 
30392 
16343 
3539 
3971 
29489 
20041 
26293 
80377 
1008 
1110 
563 
1129 
11909 
25000 
22120 
285 
42759 
1192 
55681 
36812 
16085 
338 
582 
Ranks 
As Per 
(iii) 
4 
24 
16 
12 
19 
6 
13 
18 
17 
7 
11 
8 
1 
23 
22 
26 
21 
15 
9 
10 
28 
3 
20 
2 
5 
14 
27 
25 
1993-
94 
(iv) 
22.19 
39.35 
40.86 
54.96 
14.92 
24.21 
25.05 
28.44 
25.17 
33.16 
25.43 
42.52 
36.86 
33.78 
37.92 
25.66 
37.92 
48.56 
11.77 
27.41 
41.43 
35.03 
39.01 
40.85 
35.66 
14.66 
34.47 
37.4 
POVERTY RATIO 
1983-84 
(V) 
28.91 
40.88 
40.47 
62.22 
18.9 
32.79 
21.37 
16.4 
24.24 
38.24 
40.42 
49.78 
43.44 
37.02 
38.81 
36 
39.25 
65.29 
16.18 
34.46 
39.71 
51.66 
40.03 
47.07 
54.85 
26.22 
52.13 
50.06 
(v)-(iv) 
6.72 
1.53 
-0.39 
7.26 
3.98 
8.58 
-3.68 
-12.04 
-0.93 
5.08 
14.99 
7.26 
6.58 
3.24 
0.89 
10.34 
1.33 
16.73 
4.41 
7.05 
-1.72 
16.63 
1.02 
6.22 
19.19 
11.63. 
17.66 
12.66 
Rank 
as per 
(v)-(iv) 
(vi) 
13 
20 
24 
10.5 
18 
9 
27 
28 
25 
16 
5 
10.5 
14 
19 
23 
8 
21 
3 
17 
12 
26 
4 
22 
15 
1 
7 
2 
6 
Source : CSO and Table 4.4 and Ranks calculated. 
179 
Table 4.19 
Rankling of States as per increase in NSDP and decrease in Poverty Ratios 
in the pre-Globalization period 
states 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
HP 
J&K 
Kamataka 
Kerala 
MP 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
UP 
WB 
A&N Island 
Delhi 
Pondicheirry 
1993-94 
(i) 
188855 
2549 
47513 
66041 
10039 
155184 
85832 
20300 
20724 
136733 
95552 
332070 
4058 
5138 
2181 
93645 
4980 
62497 
85761 
102376 
1356 
177222 
7648 
217577 
190245 
1382 
83861 
4512 
NSDP 
1983-84 
(ii) 
53494 
834 
16420 
25076 
1914 
42680 
21423 
4869 
6116 
39530 
27855 
102013 
1367 
1445 
677 
35708 
1372 
18026 
32652 
30930 
367 
54924 
1736 
77159 
51876 
462 
19986 
871 
(i)-(ii) 
135361 
1715 
31093 
40965 
8125 
112504 
64409 
15431 
14608 
97203 
67697 
230057 
2691 
3693 
1504 
57937 
3608 
44471 
53109 
71446 
989 
122298 
5912 
140418 
138369 
920 
63875 
3641 
Ranks 
As Per 
(iHii) 
(iii) 
4 
25 
16 
15 
19 
6 
10 
17 
18 
7 
9 
1 
24 
21 
26 
12 
23 
14 
13 
8 
27 
5 
20 
2 
3 
28 
11 
22 
1993-94 
(iv) 
15.8 
17.6 
19.7 
41.4 
13.8 
16.8 
14 
10 
5.4 
25 
15 
30.7 
17.3 
18.5 
12.6 
38.3 
19 
46.4 
8.4 
22.1 
20.1 
22.5 
18.9 
32.8 
24.7 
22.6 
14.7 
22.4 
POVERTY RATIO 
1983-
84 
(V) 
22.19 
39.35 
40.86 
54.96 
14.92 
24.21 
25.05 
28.44 
25.17 
33.16 
25.43 
36.86 
33.78 
37.92 
25.66 
42.52 
37.92 
48.56 
11.77 
27.41 
41.43 
35.03 
39.01 
40.85 
35.66 
34.47 
14.69 
37.4 
(v)-(iv) 
6.39 
21.75 
21.16 
13.56 
1.12 
7.41 
11.05 
18.44 
19.77 
8.16 
10.43 
6.19 
16.48 
19.42 
13.06 
4.22 
18.92 
2.16 
3.37 
5.31 
21.33 
12.53 
20.11 
8.05 
10.96 
11.87 
-0.01 
15 
Rank 
as per 
(v)-(iv) 
(vi) 
21 
1 
3 
11 
27 
20 
15 
8 
5 
18 
17 
22 
9 
6 
12 
24 
7 
26 
25 
23 
2 
13 
4 
19 
16 
14 
28 
10 
Source :CSO for NSDP and table 4.4, Ranks calculated. 
In table 4.18, the NSDP and poverty ratios for the period 1983-84 and 
1993-94 are given. The increase in NSDP during the period 1983-84 to 1993-94 
is ranked in ascending order .The state with the highest increase being given the 
first rank. Secondly, the states are again rank according to decrease in poverty 
level during 1983-84 to 1993-94. They are ranked in descending order with the 
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first rank being given to states with the highest reduction in poverty. And 
finally, with the help of spearman's rank correlation method, the correlation 
between NSDP and poverty ratios is calculated as 0.588. From the result, we can 
state that, even with the increase in net state domestic product it led to decrease 
in poverty reduction as shown by negative sign, in the pre globalization period. 
But there is having moderate negative relationship between increase in net state 
domestic product and decrease in poverty ratios. 
Similar technique is applied in table 4.19 to show correlation between 
increase in NSDP and decrease in poverty ratios were the calculated value for 
the Spearman's rank correlation is (+) 0.288. 
Although , the poverty ratios have deceased during the period but the 
degree of correlation between the increase in net state domestic product and 
decrease in poverty both pre and post globalization period is either moderate (-
0.588) or low (0.288), implying that there is not a strong correlation between 
increase in net state domestic product and decline in poverty ratios. If we go by 
reasoning of trickle down hypothesis it can be stated that more the state 
domestic product lesser will be the poverty ratios and with the increase in state 
domestic product of that particular state, more of the positive externalities 
percolate to the bottom leading to diminishing poverty. 
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QxmdudUm cutd 
Sug^gedtian 
5. CONCLUSION 
India is not a slow moving tortoise but a fast running Tiger, In 
the world, China and India are considered as fastest growing 
economies at two digit growth of GDP. It is mostly due to the 
introduction of globalization in 1991.One of the discontent of the post 
globalization growth is the rising inequalities across states in India. 
Divergence in the growth is to be seen between states in terms of Net 
State Domestic Product and Per Capita Net State Domestic Product in 
India. From the Rank Analysis technique it was observed that states 
maintained their ranks i.e. the gap between the richer and the poorer 
states did not narrowed down. This was confirmed by using the 
method of Kendall's coefficient of concordance. To show the 
divergence in NSDP, coefficient of variation was regressed with time. 
The outcome curve was an upward sloping curve showing growing 
inequalities with time. 
In the study among twenty eight states AJTs, few are very high 
income regions. It may assume that disparities had emerged because 
of the inclusion of those regions. To avoid this confusion, separate 
analysis had done to show the disparities in per capita NSDP using 
coefficient of variation and standard Deviation analysis. In both the 
cases, the CV of the per capita NSDP of states excluding High Income 
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regions, shows a upward sloping trend indicating diverging 
inequalities in the level of PCNSDP in India. Also from a, p, and a-
convergence, we can state that the level of PCNSDP in the pre- and 
post-globalization period, we found that the beta coefficients are 
positive and significant in almost all the cases, indicating widening of 
inequalities. An effort has also made to analyze the inequalities 
among states in terms of share of PCNSDP among five poorest and 
five richest states. It can be stated that the share of group of richest 
states is continuously increasing while the share of group of poorest 
states is falling leading to increasing gaps. 
In terms of generating employment opportunities, globalization 
process is more favourable towards Private sector than Public sector. 
In the public sector, the number of employed has increased rapidly in 
the pre-globalization period but in the post global era it showed a 
downward trend. In case of Private Sector, the number of persons 
employed moved favourably upward throughout the period with some 
fluctuations. It can also be stated that in the post globalization period, 
the average earning in agriculture has gone down significantly over 
time in relation to that in other sectors, '^ fhe growth rates of 
employment in minning and quarrying, manufacturing and 
community, social and personal service sector have kept pace with the 
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overall growth in labour force, their percentage shares remaining 
stable over the years. Financial services, Trade, Transport and 
Electricity sector are the gainers. To show how employment is 
influenced by the level of NSDP in pre and post globalization period, 
a correlation technique is used. The value in the pre globalization 
period was positive and negative in post global era. But in both the 
cases, the values lied below 0.5, thus not significant. We also found 
wide variation among states, and in males and females in different 
sectors in pre and post globalization period. 
A poverty inequality in the pre and post globalization period is also 
analyzed. It is shown that the absolute numbers of poor's in both rural 
and in all India, has fallen but has increased in urban area. However 
differences between rural and urban areas regarding trends in poverty 
at all India level are also shown. It is also shown that in both rural and 
urban areas, poverty is concentrated in few states, comparing both the 
pre and post globalization period, we can say that globalization has no 
positive impact on poverty. Though poverty ratios have declined but 
this trend continued as it was also in the pre-globalization period. To 
show the relationship between GDP and Poverty ratios, a correlation 
analysis has been done which states that there is a strong negative 
relation between GDP increase and decrease in poverty ratio. 
187 
In order to reduce the existing inter-state disparities certain 
specific strategies has to be evolved by the government both at the 
centre and state level. What is need is that well managed states must 
be encouraged to reach their full growth potential and their superior 
performance could then serve as a model for others to emulate. This 
process is bound to generate some differences in growth performance 
across states, but such differences can have a healthy demonstration 
effect. The various measures that can be taken to reduce the inter state 
disparities, thereby using the backward states at par with the 
developed states are : 
(1) The governments of backward states are fiscally weak and 
lack resources. Liberalization process and various reforms 
have further weakened their financial position. It is hoped 
that resources flows to the states via Finance commission 
awards and planning commission dispensation will continue 
and are likely to remain positively discriminating in favour 
of backward states. 
(2) In the earlier plans, capital flows whether public or private, 
were largely regulated in nature. However, in the post 
globalization period capital flows have become more market 
oriented. Thus, there is a need to create suitable market 
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conditions in the baclcward states, so that capital flows are 
directed towards them. 
(3) The investment in agriculture needs to be stepped up 
especially in the lagging regions. The backward and forward 
linkages of agriculture in poorer regions need to be 
emphasized more. Investment in water harvesting, soil 
conservation, rural roads, warehouses, processing activities 
and promotion of high value crops should be emphasized. 
Since agricultural growth is found to be more disparate, 
steps to equalize it will certainly reduce the regional 
imbalances. 
(4) Service sector has been found to be new driver of the growth 
process. Especially, the banking and insurance sector and 
infrastructure have contributed to acceleration of many 
states. There is a need to promote these sectors, on priority, 
in backward regions. 
(5) Improvement in basic infrastructural facilities like power, 
transport, telecommunication and inigation in backward 
states is a precondition to improve the quality of life of 
people and to usher in sustainable development in them. 
Availability of assured power suppl}' developed transport 
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system and modem telecommunication facilities are 
important factors to attract private investments into these 
states. 
(6) Creation of new states from the large backward states: past 
experience shows that when two or more states are carved 
out from an existing one, the newly created states develop 
faster than the pre-partition states. 
(7) Poverty reduction is an important measure to reduce 
regional disparity. Poverty does not merely mean lack of 
income, it include vulnerability; powerlessness and social 
exclusion. It is seen that the backward states have a high 
poverty ratio, as such it is important for these to pursue 
policies that break the vicious circle of poverty. 
(8) Promote FDI movement in the backward regions is another 
measure that will help these states to develop at a faster 
pace. 
Thus, the solution lies not merely in increasing resource 
flows to backward regions but in creating an enabling 
environment to attract more resources . using them properly 
and assuring a fair deal to the investors. The overall 
investment climate and governance need to be upgraded. 
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